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19th Wednesday, 
November 19, 1958. 


--- Upon resuming at 9.30 a.m. 


Submission of 


BRITISH COLUMBIA PACKERS LIMITED 


Appearances: 


Mri ik, dytand Vice-President Sales 


eS BD. NOw oe: Briefasubmitted: by 
British Columbia 
Packers Limited 


THE CHAIRMAN: The brief for this morning 
4s from the British Columbia Packers Limited, to 
be presented by Mr. Hyland, vice-president. 

May I thank you again, Mr. Hyland, fer 
staying overtoday. We appreciate it very much 
in helping us out that way. Would you read your 
brief, now? 

MR. HYLAND: Thank you, Mr. Chairman and 
members of the Commission. My name is Norman 
Hyland. I am vice-president of British Columbia 
Packers Limited. My particular responsibility is 
the marketing of our company's wide range of fishery 


products. 


The purpose of this submission is to 


Ss Sales 


o AGG ee 


as ate 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4363 


present our observations and opinions on certain 

general trends which influence the spread between 
what we pay for our raw material and the price at 
which we invoice our customers. 

British Columbia Packers Limited is an 
integrated fish acquiring, processing and marketing 
organization with plants in British Columbia and 
Nova Scotia. The products from these plants are 
sold by the company's sales offices or agents in 
Canada, and in numerous export markets. These sales 
offices, both domestic and export, also sell a 
substantial volume of products purchased from other 
processors in Canada, United States, Japan, Denmark, 
Australia, etcetera. The subject matter of this 
submission, however, is confined to the consumer 
products originating from our British Columbia 
plants. 

The British Columbia fishing industry 
produces 1.6 per cent of the total world fishery 
production. The bulk of the B.C. output is sold 
to many countries throughout the world in competition 
with fishery products of other nations, and the 


balance is consumed in Canada. Here in Canada, fish 


does not supply the protein needs of Canadian con- 
sumers to the same degree as in other countries. 
Fish compete with meat and poultry for a share of the 
family food budget. 

If I may digress briefly: As an illustration 
of this I was interested in listening to the brief 


yesterday of the Canadian Association of Consumers. 
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While-many Tooc, products were mentioned, 
fish, as a food, was never mentioned. The only 
reference to fisheries at all vas that part of the 
national budget which is devoted to fisheries 
research, but fish, as a category of food products 
available for Canadians, was not mentioned. 

While meat and poultry consumption has 
risen sharply in the last ten years, fish consumption 
has remained relatively constant. This is sub- 
stantiated by the annual per capita consumption 
of fishery products which was 13.1 pounds in TOAyT 
ano eee pounds 15. “tn ohe seme period 
poultry consumption has risen 12.1 pones (from ert 
to 33.2), an increase almost equal to the total 
annual per capita fish consumption. Tie anerease 
in beef consumption in the same ten-year period has 
been 18.7 pounds! (From 56.1 pouncs to yale ys) 
pounds ) 

The food industry is highly competitive. 
If we,3as a company, are to survive and grow we 
must provide our customers with a variety and quality 
of fisheries products at prices which they regard 


good value by comparison with competing foods. 
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Acquiring Costs: In A00LtLOn- Go whe 
price vaid to the producer for the raw product, 
the company provices many services which add to 
the cost of fish before it is landed at the nlant. 
Historically, we have financed fishermen in the 


purchase of their vessels. Hach year much of 
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the fishing gear and equipment, particularly in 
the salmon net fishery, is financed by the company 
to be paid for by the fisherman out of his catch. 
The annual write-off of bad debts, resulting from 
advances to fishermen, is a cost item of concern 
to all companies in the fishing industry. 

To serve the mobile fishing fleet, the 
company operates and maintains machine shops, net 
TOLta, wharls, and nev racks. We also maintain 
a number of floating camps to service the salmon 
net fleets, as well as salmon troll and halibut 
vessels. Some of these camps are moved from 
place to place as the season progresses. These 
services are both necessary to the fisherman and 
costly to the company and are reflected in the 
price of our product. 

In the salmon net fishery, we take delivery 
from the producer on the fishing grounds. Salmon 
trollers and small halibut boats deliver to our 
camps adjacent to the fishing grounds. The cost 
of maintaining and manning collector and packer 
boat fleets for the delivery of supplies and ice 
to the grounds and the transportation of the raw 
product to the processing plant adds appreciably 
to the cost of acquiring fish. 

These services must be maintained from 
year to year on a relatively fixed basis geared 
to the anticipated maximum volume. 

Added to these costs is the amount of the 


raw product purchased by the processor but unusable 
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in the form of the final product. When delivery 
of fish is taken on the grounds, there is a loss 
of weight, or body fluids during transit to the 
plants. The major loss occurs in processing when 
inedible parts are removed from the fish. This 

is general with all fish and varies with the 
species and the form in which it is purchased. 

For example, in the case of salmon used for canning, 
the weight of the fish in the canned product is 
approximately two-thirds of the purchased raw 
fish weight. Sole fillets represent only 25 per 
cent to 30 per cent of the purchased weight. 

Cost pressures: As fish processors, we 
are subject to increasing cost pressures from 
three principal sources: 

Le) com) UNnZons ; 

2. From governments, 


3. and as a result of consumer trends. 


We will deal first with union pressures 
which are direct: To the best of our knowledge, 
fishermen in other areas of Canada are not organized 
to negotiate fish prices with buyer-companies. 

In British Columbia, however, fishermen are ef- 
fectively organized into a producer group which 

is the dominant section of the United Fishermen 

and Allied Workers! Union. This group negotiates 
seven fishing agreements with the Fisheries Association 
of British Columbia, which represents the majority 

of the buyer-companies. 


The United Fishermen and Allied Workers' 
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Union has been a militant and forceful organization 
which bends every effort to obtain the maximum 
price for net-caught salmon produced by its members. 
In the past ten years this Union has called twenty 
strikes (in various sections of the industry) to 
force maximum concessions from the companies. 
Experience has shown, after some of these tie-ups, 
that the settlement price was uneconomic. The 
consumer resisted the higher cost and the processor's 
margin was squeezed to the point of loss. 

The United Fishermen and Allied Workers! 
Union, with varying success, has endeavoured to 
exterd. its activities beyond matters concerning fish 
prices and fishing conditions. For example, in 
1956, by unilateral action, the Union assumed the 
right to enforce a seven day lay-up between trips 
for the bigger halibut boats. In addition, the Union 
arbitrarily established fishing periods and 
closed periods for the small one-and two-man halibut 
vessels.These actions affected all producers in the 
halibut fishery irrespective of each fisherman's 
status as to Union membership. The net result has 
been a higher total cost of acquiring halibut. 

There can be little doubt that the 
producer-fisherman in British Columbia has received 
a fair price for his production. West coast fisher- 
men are recognized as having the highest earnings 
of any fisheries group in Canada. 

In its other capacity as a Trade Union 


of employees, the United Fishermen and Allied Workers' 
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Union is certified for plant workers and men engaged 
aboard fish-packing boats. As a company, and as 

a member of the Fisheries Association of British 
Columbia, we are party to eleven labour agreements 
with the United Fishermen and Allied Workers! Union 
covering these two categories of employees. 

It is virtually impossible to estimate 
the total cost to the industry and to our company of 
employees! strikes and fishermen's tie-ups. However, 
it can be stated unequivocally that the withholding 
of production in a fishery results in fixed costs 
being apportioned over a smaller volume of production. 
Inevitably, some of these additional and unnecessary 
costs are borne by the consumer. 

Inflationary Pressures: British Columbia 
has the highest wage economy in Canada. ‘British 
Columbia's high wage trend started after World War 
II, and still continues without signs of abatement. 
Labour contract settlements in British Columbia in 
the past year are reported to have granted much 
higher wage increases and other concessions than new 
contracts being settled in Ontario, Canada's most 
highly industrialized region. 

This British Columbia wage trend bears 
directly on manufacturing costs. Most of our 
processing materials are manufactured under this 
high wage structure and are priced accordingly. 
Similarly, the service industries, such as trans- 
portation and longshoring, pass their high labour 


costs on to us. 
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A few examples are: 

(a) Cans - our own can supplier pays the 
highest wages of any industrial operation in 
British Columbia. These rates are also higher 
than rates in the can making industry elsewhere 
in Canada. (Despite efforts of the manufacturer 
to minimize his costs, a one-pound tall can 
which costs us 2.22 cents in 1947 was 3.65 cents 
in 1957, an increase of 64 per cent). 

(bo) Paper Products: The British Columbia 
Pulp and Paper worker receives the highest 
wages in Canada for that industry. These wage 
rates are reflected in the higher prices we 
pay for these products. 

(c) Services: Wage trends for long- 
shoremen in British Columbia typify the situ-:. 
ation in the service industries. These men 
receive the highest wage rates for any long- 
shoremen in this country. These wage rates 
have increased the costs of outward materials 
to our up-coast plants and are reflected in 
the cost of shipment of the finished product 
to point of distripution. 

Capital costs of new plants and equipment 
have also been subject to this upward spiral with 
the resultant necessity for greater depreciation 
and other costs being charged against our products. 

Government Cost Pressures: All Levels 
of government have added to the costs of operation 


and processing over the past ten years. such 
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increased costs are not confined to direct taxes but 
include legislation, regulations, and the provision 
of statistics and ever-increasing services in the 
collection and accounting fields that require 
additional clerical staff. 

Examples of recent cost-increasing legislation 
are: 

(a) The extension of Unemployment Insurance 

to fishermen: 
Not only do we have the expense of the 


' contribution but the accounting 


"employer's' 
services necessitated by this Act add consider- 
ably to our costs of administration. 
(o) The British Columbia Government in 
1956 instituted legislation which raised the 
minimum vacation pay requirements in all in- 
dustry from 2 per cent to 4 per cent of gross 
earnings. The Federal Government on October 1, 
1958 proclaimed an Act of similar nature. 
(c) In British Columbia we have seen 
in the past ten years the institution of a 
Social Service Tax of 3 per cent which later 
increased to 5 per cent paid at the time of 
purchase on many articles used in our operations. 
Customer Trends: During the past ten years 
there have been many changes in the processing and 
packaging of Canadian food products. Frozen fruits 
and vegetables have become a commonplace part of 
the housewife's purchases. The meat counter and 


the butcher have to a large extent been replaced 
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by packaged meat in a refrigerated self-service 
cabinet. 

More recently we have seen the up-surge 
of packaged frozen meat products, both uncooked and 
pre-cooked, even to the extent of the frozen packaged 
"ginner” ready to "heat and eat". 

The housewife has welcomed and encouraged 
this continuing trend of more preparation in sche 
factory instead of the kitchen. This has meant 
more leisure for the housewife but it has also 
resulted in the cost of factory preparation being 
s4nceluded in the price paid for the aie cele. 
Experience has demonstrated the housewife wants and. 
is prepared to pay for the "Pood plus service" 
available in our packaged products. 

The fishing industry, and British Columbia 
Packers Limited in particular,has, of necessity, 
followed and participated in this movement. Had we 
not done so, competitive meat and other protein 
products would have made serious inroads into consumer 
markets at the expense of fishery products. 

In meeting this competition our costs, 
both capital and processing, have been increased. 
The cost of the finished product has been increased 
by the inclusion of preparation and packaging 
materials. 

To divert, I cannot illustrate this point 
better than by making a small demonstration to 
the members of the Commission. 
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fish which I would like to show to the Commission. 

(Mr. Hyland produces a raw frozen fish). 

This, in our business, is a dressed, headless 
halibut. It is frozen, but pretty well as it was 
purchased from the fisherman. Now, we are able to 
ged] that in, Canada, to, our distributors, atv a price 
of 28 cents per pound, boxed, Vancouver. 

(Mr. Hyland produces a box of frozen fen), 

This igi another one of our products. LGa1s 
halibut also. All skin and bone has been removed, 
and all the waste factor, which is present in halibut 
in its raw form, has been eliminated. 

This product is 53 cents per pound»,,as 
compared with 28 cents in the dressed, headless form. 
This fish is already prepared for the housewife. 

The next stage in this is halibut fish 
and chips. We have prepared it. It is all cooked. 
All that is required is that it must be heated. This 
food costs 53 cents. It contains nine ounces of 
cooked fish, and 11 ounces of potato chips. 

tT think. that illustrates as best I, can 
the changes in prices which result from the extra 


processing factor. 
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To maintain our products on the shelves 
and in the freezer cabinets of our retail customers 
requires a year-round inventory of all sizes of 
all products. This means additional warehousing 
and financing costs. Shelf and freezer cabinet 
space in Canada is keenly sought after and 
jealously guarded by all food processors. such 
space if unfilled through inability to supply an 
item, is immediately forfeited to a competing 
product. 

Institutional sales have also been 
affected by the trend to prepared and pre-cooked 
products. Our company, in the last few years, 
has commenced manufacturing for restaurants and 
institutions, pre-cooked and frozen individual fish 
portions. Like the housewife, our institutional 
customer prefers and is willing to pay for the 
"Dutlt-in kitchen" feature provided by these 
products. 

In summary, the trend to prepared and 
pre-cooked packaged products forced upon us by 
competitive non-fishery products has increased our 
processing costs and of necessity has, therefore, 
increased the spread between the price paid to 
the fisherman and the price paid by our distrapucors. 

Profit factor: One part of the spread 
between producer and customer is represented by 
Dror. It is our opinion that the average net 
profit earned by our company over the past ten 


years is insufficient. This opinion is based on 
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the following considerations: 

1. The degree of market risk in the pro- 
cessing and sale of seasonal products is 
higher than in industries which can gear their 
production to their daily sales needs. 

2. We must secure and maintain expensive 
processing equipment which is only utilized 
fora smail portion of any year. 

3. Technological changes in fish acquiring 
and processing require a steady investment 
in new boats, new plants, and equipment. This 
capital investment must come from either new 
capital or the re-investment of earnings. To 
date, the earning performance of the industry 
has not attracted large amounts of new 
capital; consequently the provision of modern 
boats and plants has depended upon re- 


investment of earnings. 


The continued use of the large amounts of 
capital required by this industry can only be 
justified if earnings are sufficient for continued 
development and provide the shareholdér or pro- 
prietor with an adequate return on his investment. 

Conclusion: We have endeavoured to 
describe some of the pressures affecting the spread 
in price between the producer and the customer 
originating from inflation, the demands of organized 
labour and by the requirements of all levels of 
government. In addition, we have outlined the 


cost-increasing influence of consumer trends. 
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The OULLOOK, It our opinion, is for ‘2 
continuing increase in pressures on the spread 
between the producer price and the consumer price. 

There is no indication that labour will 
give up its annual demands in all sections of in- 
dustry for higher wages, shorter working hours and 
more company paid welfare and other fringe benefits. 
Every time concessions are granted to the steel 
workers who produce the tin plate for our cans, the 
oil refinery workers who produce the oil for our 
plants and fleet, the artisans who produce our 
equipment, the seamen and railroad workers who 
transport our materials and our finished product, 
the spread between raw product and finished product 
will tend to increase. 

The costs of operating our Governments 
have shown no sign of decreasing. The public 
pressures for more and better schools and school 
systems, better roads and highways, better social 
assistance and higher pensions, subsidies to in- 
dustries and groups of producers - all of these 
require increased revenue which can only be derived 
from increased taxes. 

The ultimate reflection of these cost 
pressures in higher consumer prices is inevitable. 

We foresee the housewife spending less 
and less time in the kitchen and seeking more and 
more food products with "built+in kitchen help". 
Our products will have to meet this demand and 


in so doing, any processing required to give our 
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products a greater degree of "table-readiness’ will 
tend to widen the gap between the price of raw 
product and the finished article. 

These pressures will all have a cumulative 
effect on our costs of production. We will continue 
to perform our present functions as efficiently as 
possible in order to keep costs to a minimum, It 
is our opinion, however, based on past experience 
that these endeavours will only partially off-set 
future cost pressures. 

THE CHAIRMAN: Thank you. 

COMMISSIONER MacKICHAN: On page 1 you 
mention that the spread is the difference between 
the price of the raw material and the price you 
invoice your customers, and I think at is plain, you 
have stuck pretty closely to the terms of reference 
and dealt with spread. My question is, you mention 
these products sold by the company's sales offices 
or agents in Canada: Do you take part in what 
may be described as wholesale activites pretty 
largely here? 

MR. HYLAND: In only a minor instance. 

The great bulk of our Canadian distribution is 

to the wholesale distributing trade. We operate 
in Western Canada a‘fish wholesaling division 

for British Columbia and Alberta. The remainder 
of our Canadian distribution is, in the canned 
goods line, to large wholesale organizations or 
the chain store organizations, or the fresh caught 


frozen fish wholesale organizations. 
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COMMISSIONER MacKICHAN: You sell through 
the larger retailers and the regular wholesalers, 
generally speaking? 

MR. HYLAND: Well, we sell to those people 
who are qualified, and who rate what is called 
"direct selling recognition" by suppliers. 

COMMISSIONER MacKICHAN: On page 4 you 
mention some of the pressures; you mention unions, 
put on the production side of it -- this is not 
for a wage directly, or, as it is in the East, a 


shared price for the catch? 


groups is to determine the cent per pound we will 
pay for their production. It is not a wage contract. 

COMMISSIONER MacKICHAN: On page 4 you 
mention maximum price for net caught salmon: What 
proportions of the catch is net caught versus 
trolling and other forms? 

MR. HYLAND: I haven't got the exact 
figures, but the great bulk of our salmon for 
canning purposes is caught by net, and’ thay pro- 
portion of our salmon used in the fresh 7a frogen 
trade, the Spring salmon species and Cohoe salmon, 
is all caught by hook and line -- troilers, bub, 
the bulk of the salmon is caught by net. I would 
not like to guess at the exact percentages, but 


MR. HYLAND: Negotiation with the fishermen 


I do know the net caught is much the largest. 


prices prevail? 


COMMISSIONER MacKICHAN: Do the same 
MR. HYLAND: No; for different uses -- 
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different species. 

COMMISSIONER MacKICHAN: Which are the 
higher? 

MR. HYLAND: Well, the highest is the 
fish caught for fresh use, particularly on the 
United States market. Spring salmon, as an example, 
during the past season reached a price of 44 cents 
a pound to the fisherman dressed with the head on, 
whereas the most expensive species of salmon for 
canning purposes is Sockeye, for which we paid 28 
cents per pound round. 

COMMISSIONER MacKICHAN: We have noticed 
quite a bit in the press this year -- and I don't 
know what adjective to use in describing the catch 
4nuBritgish Columbia <.27 

MR. HYLAND: "Sensational" is the one we 
use. 

COMMISSIONER MacKICHAN: Do I take it 
both the fishermen and the packers have been fairly 
happy? 

MR. HYLAND: Yes, I think each group 
has many reasons to be happy. Nature blessed us 
with an abundance which has not been experienced 
in 50 years. 

COMMISSIONER MacKICHAN: Was the industry 
prepared to take care of all that product without 
any undue deterioration or loss? 

MR. HYLAND: Yes, there have been many 
comments on the excellent performance of the pro- 


cessing companies. First of all, in gearing their 
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plants, their actual processing equipment and the 
transport of the fish from the grounds to the pro- 
cessing plants to get the fish canned at its 

peak of quality. I could add that the preparations 
for processing and transport were just one part of 
1G The financing of such a big production was 
another problem, because the fishermen expect to 

be paid cash for this fish, but we cannot sell ely 

as fast as we catch it, so the financing was a major 
problem. 

COMMISSIONER MacKICHAN: I presume the 
marketing was somewhat solved this year by the 
action of the United Kingdom government? 

MR. HYLAND: Yes, that was a very fortunate 
sequence of developments. JI may say 1% didn't just 
happen: Our industry has recognized for a long time 
that we required and we should have access to such 


an important export market as the United Kingdom, 


and we have been pressing for the de-control of 

salmon imports for many years. So, it was very 

fortunate that they did relinquish the controls 

when they did; it coincided with a great supply here. 
COMMISSTONER MacKICHAN: I would expect it 

would have a substantial effect on Srabila7inee eee 

domestic and other export markets too, in the 


tient of suchwa lange catch? 


of canned salmon imports by the United Kingdom, the 
industry had, I would say, at least two or three 


MR. HYLAND: Yes. Prior to the de-control 
years supply of Sockeye galmon on hand. It would 
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have taken at least two years to liquidate that, 
with very high storage and financing charges entailed. 

COMMISSIONER MacKICHAN: In your illustration 
here I just didn't gather exactly whether this halibut 
that you quote at 28 cents -- that is a wholesale 


price? 


MR. HYLAND: Yes, that is right; all these 
prices were wholesale. 

COMMISSIONER MacKICHAN: They were all 
wholesale prices? 

MR. HYLAND: Yes. 

COMMISSIONER MacKICHAN: You mention in 
the second last paragraph -- the last complete 
paragraph, that the producer fisherman in British 
Columbia received a fair price for his production: 
would you comment on that? 

MR. HYLAND: Well, it has been our experienc 
that unless he received a price which he considered 
fain, ne aid nob fish. 


COMMISSIONER MacKICHAN: Just as simple 


as that? 

MR. HYLAND: The record shows that. 

COMMISSIONER MacKICHAN: Back again to 
the middle of that paragraph above, what were the 
benefits to be derived from a 7-day layoff? 

MR. HYLAND: I imagine from the fisherman's 
standpoint it spread the fishing season over a longer 
period, and consequently you didn't get a large 
arrival of fish on the market at one time. 


COMMISSIONER WALTON: Did that work out 
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in actual practice? 

MR. HYLAND: Yes, they were not allowed 
to go out. At one time a fisherman would make a 
delivery and re-outfit his boat and turn around and 
go out and catch some more fish. Under this, they 


have to tie up for seven days. 
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COMMISSIONER MacKICHAN: On the other 
hand, did it leave the plants without sufficient 
product? 

MR. HYLAND: Yes, we had these periods 
when we could not get enough fish and there was less 
fish went on the fresh fish market as a result of 
Acts 

COMMISSIONER MacKICHAN: There were other 


season regulations by regulation for biological 


purposes? 

MR. HYLAND: Not in the halibut industry. 

COMMISSIONER MacKICHAN: I am sorry, 
that is salmon. 

MR. HYLAND: Yes, and we do not have the 
s ituation in this reference here, it is for halibut 
which is a quota fish, they lay down different quotas 
that so many million pounds shall be taken, but 
they do not prescribe fishing periods, and fishermen 
ean fish seven days a week around the clock. The 
control is on the total amount. On salmon in the 
salmon fishery the conservation regulation is in 


different form, there are no quotas, but the fishery 


management is to insure that sufficient fish go up 


the streams to spawn to insure the future. 


THE CHAIRMAN: If there is a quota on 
the total catch, this quota is not apportioned 
between the boats, of course? 

MR. HYLAND: No. 

THE CHATRMAN: So, the tendency would be 


for people to get out as quickly as possible, and 
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get as large a slice of the quota as they could? 

MR. HYLAND: Yes, the only division of 
the total quota is between Canada and the United 
States, it is an international commission, and the 
total allowable catch on the halibut is divided be- 
tween the two nations. 

THE CHAIRMAN: But the fishermen in each 
nation compete for a share of their national quota, 
it seems to me that this would tend to concentrate 
the catch in the early part of the season, everybody 
getting out to try and get as much as they can? 

MR. HYLAND: Yes, the first trips there 
is no difficulty then, but they stagger them, they 
do not even all go out at the same time. 

THE CHAIRMAN: Well, coming back to this 
week lay-off in the absence of this regulation, there 
would be a tendency with the quota for people to get 
out as quickly as possible and catch all the fish 
they can, so they could get the largest part of the 
quota, this would tend to concentrate the eateh in 
a relatively short period of time? 

MR. HYLAND: Yes. 

THE CHAIRMAN: This is not a very good 
situation, is fitjcdt te preferable to Nave it spread 
out. 

MR. HYLAND: Not in our case, no. 

THE CHAIRMAN: Why? 

MR. HYLAND: Because the fishermen feel 
that if they can keep the fish in greater demand, 


I mean keep the others out of it, everybody, the 
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plant capacity and the crews standing by waiting 
for fish, it will increase the value of the fish. 
THE CHAIRMAN: All right, in the absence 
of this regulation you would have this concentration 
of catch in a relatively short period of time, your 


plant was geared to this amount of production? 

MR. HYLAND: Yes. 

THE CHAIRMAN: But what do you do when the 
fish does not come in? 

MR. HYLAND: We have to get along as best 
we can with what fish we can acquire. Ingalls our 
plants crews are on a full-time basis, and we would 
have to keep them on the payroll with really insufficien 
raw material to work with. One of the other costs 
is in connection with halibut which we acquire from 
camp operations where we must place a camp out in 
the fishing ground and service it. Well, I under- 
stand we can put the fish out, we are going to 
acquire from that means the catch in a six-week 
period, the costsin acquiring it get much less than 
if we keep it out for double that time. 

THE CHATRMAN: Ts aost of the halibut 
sold fresh? 

MR. HYLAND: No, most of it is frozen. 

COMMISSIONER WALTON: You have a negotiated 
price when you start at the beginning of the season? 

MR. HYLAND: Not with halibut, it is an 
auetion fish. 

COMMISSIONER WALTON: That is held at 


the various canners, if they are waiting, is there 
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sort of an auction lttween them? 


MR. HYLAND: Yes, it is competitive bidding, 
and as the trips of halibut come in, those processors -- 
incidentally, it is only used in the fresh and frozen 
fish market in Canada and the United States, and 
the adjustments of the buyers, of course, is caused 
by the market conditions prevailing in both Canada 
and the Unitec States. 

COMMISSIONER MARTIN: On page 2 you refer 
to the help your company gives to fishermen in 
financing, do you charge any interest on those 
moneys advanced? 

MR. HYLAND: Yes. 

COMMISSIONER MARTIN: And you refer to the 
cost of writing off all bad debts, would it mean 
in absolute favours or sales, for instance? 

MR. HYLAND: I do not have that actual 
figure, Mr. Martin: It could be expected from our 
records, but it is a cost of production to us, we 
have never related it to the sales. 

COMMISSTONER MARTIN: But you mention it 
as a cost of some importance? 

MR. HYLAND: Yes, it is a cost of acquiring 
fish. 

COMMISSIONER MARTIN: And on page 9 you 

state that the average net profit of your company 


over the past 10 years has been sufficient, what 


would you consider would be the return on investment 


as referrec to at the bottom of the page? 


MR. HYLAND: Well, just for the period that 
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is being reviewed, our company as a corporation 
eliminated rather substantially operatians in the 
United States. We were only able to earn 1.796 

aie cent on our sales and we find that in comparison 
with other suppliers to the food trade, that this 

is a very low figure. 

COMMISSIONER WALTON: Just a little 
curiosity, this year was a very big run for salmon, 
and you have been able to export to Britain. You 
say the processors and fishermen were very happy 
with this large run, but you apparently have not 
been very happy about fish consumption in Canada, 
and I was wondering if at a time of year like this, 
I assume it would perhaps reduce your unit cost, 
will that cost be able to be passed on say for 
canned salmon to the Canadian consumer? 

MR. HYLAND: Well, in our case it was 
reflected fairly quickly, we reduced our price or 
canned salmon of the sockeye species by 5 per cent 
in early September. 

COMMISSIONER WALTON: Because while there 
have been no new processors during the last few 
years, would I be correct in assuming that the 
tin of salmon that was processed five or ten years 
ago, is essentially the same today? 

MR. HYLAND: Yes, the product is the same, 
exactly the same. 

COMMISSIONER WALTON: The tin is the same 
size? 


MR. HYLAND: Yes. 
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COMMISSIONER WALTON: But the cost has 
gone up a lot? 

MR. HYLAND: Yes. 

COMMISSIONER WALTON: I was wondering if 
that might not be one of the factors on our fish 
consumption that seems to be losing the race to 


poultry and beef? 


MR. HYLAND: We have attempted to relate 
the price of our product with this volume, but we 
find the volume remains fairly constant. Speaking 


of our own company irrespective of the price, we 


case of sockeye which is 48 pounds in half-pound 
sizes, some years ago we achieved our maximum 
Canadian consumption of that product, it went over 
400,000 cases a year. That was a period when the 
case was selling in a range of $28 to $33, but today 
it is in a range of $38 to $40, and the consumption is 
less. We can no longer purchase a case of salmon 

to sell at a price which was created at a 400 , O00- 


ease consumption. 


have found as an industry that, speaking of a.full 
| THE CHAIRMAN: What sort of increase in 
cut in price you have made? 

Me. HYLANDs: Well, 2 shinkt 15838" -cawe 
do not know yet the reduction has been tn effect 
only for a little over two months, and during that 
time there have been fish marketing conditions, I 
mean, when the British market opened up, Canadian 


sales would you expect to get from the 5 per cent 
buyers, some of them anticipated our price would go 
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up again, and they stepped up their buying, so we 

had an initial increase, but that is not in consumption. 
The real test is, will the housewives increase their 
use of canned salmon? In our opinion the fish is 


not sold until somebody eats it. 


of the British market at the time you made the 


reduction in price? 


THE CHAIRMAN: Did you know of the opening 
MR. HYLAND: No. 
THE CHAIRMAN: You must have had some basis 
for scctine it ac “5 spericent? 
MR. HYLAND: Well, it just happened to be 
5 per cent. We knew that with the tremendous 
pressure on the price structure, as a result of a 


limited market, we just had Canada and the United 


of the supply situation was probably going to bring 
the price down. 


Kingdom under a licence system that the very weight 
THE CHAIRMAN: You do not make any case 


as to the additional quantity you sell as a result? 


THE CHAIRMAN: Well, what I am wondering 


is, what business judgments your company operates on, 


MR. HYLAND: No, I would not care to guess, 
because there are a lot of other influences. 

THE CHAIRMAN: I find difficulty in knowing 
why you made it 5 per cent. 

MR. HYLAND: We did not think of it as 
5 per cent at the time -- our price was $40, and 
I thought we would have to get it down to at least 
$38, and it just happened to be 5 per cent. 
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when you make a cut of a certain amount in price, 
is it related to the price at which you think you 
will move it? 

MR. HYLAND: No. 

COMMISSIONER KIDD: In your discussion of 


costs and the cost pressures, you do not give any 


| statistics, can you supply us with information in 
respect to the various costs that go into producing 
of a case of salmon, and how they have changed over 


a ten-year period, for instance, labour costs, over- 


| head, raw materials and so on and so forth, as 


a percentage of the selling price on a case of salmon? 
MR. HYLAND: We have supplied the Commission 

with all of the financial information requested in 

the questionnaire, and I think that an examination 


of those figures would probably divulge the type 


of information you want. 


COMMISSIONER KIDD: I notice your price went 


| 
: up approximately 64 per cent in a 10-year period, 
which seemed to be about the same increase aS some 

| of the other costs. I was wondering if you could 

| discuss that any further this morning. 

MR. HYLAND: Only in a very general way, 
because it was stated where we supplied the financial 
information requested. Just talking again about 
sockeye salmon, we find that the increase in cost 
of raw fish alone and cans and boxes and direct 
labour over the period has been f7.02.) The votel 


direct costs, that is before our overhead costs, 


depreciation or all of the other costs which have 
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to be made. The total increase in those costs 

for a case of sockeye salmon was $7.82. At the 

same time the increase in our selling price was $6.64, 
so we did not recover even the direct increase in 
fish, cans and boxes, and direct labour, and we had 
to absorb all of the other costs. In other words, 
our margin has been reduced substantially. 

COMMISSIONER KIDD: The cost of cans seems 
to have gone up in about the same relationship as 
the cost of salmon, so you have been able to offset 
that with your price increase? 

MR. HYLAND: No, you cannot actually 
genoralize on that because there are so many 
products. In some cases we had and other cases we 
have not recovered, but examining it on a profit 
and loss basis, we find our margin has been reduced, 
our profit margin. 

COMMISSIONER KIDD: You say there is 
difficulty in attracting capital, but I believe your 
particular company has only issued about 40 per cent 
of its authorized shares. Does that not seem to be 
somewhat of a contradiction to your statement here? 

MR. HYLAND: Well, I think you will find 
on examination of many companies, that they have a 
lot of unissued stock. I think you will find also 
that when you can buy the shares of our company at, 
I think their book value is $25 or $26, but you can 
buy them readily on the market at $15 or $16, and 
that is not a good basis on which to issue new stock. 


COMMISSIONER KIDD: It seems to indicate a 
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pretty good return, you have your protection of the 
equity, and the dividend and looking at the dividend 
you seem to have it both ways. 

MR. HYLAND: Well, I think the opinion of 
our shareholders is that the dividend has not been 
attractive as compared with other investments. 

COMMISSIONER KIDD: You say your profits 
have been insufficient, could you give us anything 
on the change in the rate of profit to investment 
over the past 10 years? 

MR. HYLAND: Again I would say that ‘the 
information is contained in our answers to the 
questionnaire. The statement on our profit factor 
is, as I mentioned at the time, was related to our 
knowledge of what other food suppliers are able to 
net on their sales to the food trade. I have no 
figures for Canadian companies, but some of the United 
States companies in similar businesses by comparison 
with us are very much higher. For instance, it 
is reported here that the Campbell Soup Company 
last year did 6.79 per cent of its sales. Another 
large canning company in the United States, 
California Packing Company did 2.59 per cent, which 
is quite a bit better than we eGo Quaker Oats 
Company in the United States did over 4 per cent. 

COMMISSIONER KIDD: I was thinking more 
of return on investment, because in the food industry, 
I am quite sure you recognize that there ais 
relatively speaking, a low return on sales, and 


quite often a very high return on investment. 
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MR. HYLAND: Well, it appears to me you 
want to create comparisons. The figure we always 
look at and try to improve is our percentage on sales. 

COMMISSIONER KIDD: How does the investor 
look at it? 

MR. HYLAND: Perhaps on what dividends 
he can secure on his equity. Last year I think 
our shareholders in spite of a loss we paid 50 cents 
a share on a share which had a book value of $25, 
and a market value of $16. He could do much better 


in putting money into government bonds. 
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COMMISSIONER KIDD: Was that loss in 1957? 


MR. HYLAND: Yes. 


COMMISSIONER KIDD: But you increased the 
dividend on the Class B shares by 50 cents? 
MR. HYLAND: No, we did not increase it. We 


reduced it. 


COMMISSIONER KIDD: It ran up from 75 cents 
to $1.25. 

MR. HYLAND: No, the trend in our B shares 
over the years has been from $1.25 to $1.00 to 50 
cents. 

COMMISSIONER DRUMMOND: Mr. Hyland, you said 
on page 2 "We must provide our customers with a variety 
and quantity of fishery products at a price which they 
regard as good value by comparison with competing 
| goods." 

Is it not a fact that the per. capita con- 
sumption of fish is much higher in several European 
countries than it is in Canada? 

MR, HYLAND: Yes, it is 60 pounds I believe 
in the Scandanavian countries. It is over 40 pounds 
in the United Kingdom. 

COMMISSIONER DRUMMOND: What has been the 
trend in recent years in the per capita consumption 
of fish in those countries? Has it been upward or 
downward? 

MR. HYLAND: I don't know the answer to 
that question, Mr. Drummond. I would be guessing. 

I don't want to do that. 
COMMISSIONER DRUMMOND: Have you a general 
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idea of the price differential between the price at 
which fish products sell in those countries and the 
prices at which the competing products sell? 

MR. HYLAND: Yes, it is my general impression 
that fish in those countries is priced relatively 
attractively with other protein foods. I am also 
under the impression they do not have the selection 
of other protein foods that we enjoy in this country. 

COMMISSIONER DRUMMOND: Your general feeling 
ig that the price of fish is relatively much more 
attractive there than here? 

MR. HYLAND: Yes. 

COMMISSIONER DRUMMOND: Do you feel if it 
were possible to make the price very much more attracti 
here that would result in an increase in the per capita 
ccnsumption in Canada? 

MR. HYLAND: Yes, I think it would. 

COMMISSIONER DRUMMOND: You think that price 
is really a dominant or the dominant factor? 

MR. HYLAND: I wouldn't say it is the 
dominant factor, no. 

COMMISSIONER DRUMMOND: It is one of them? 

MR. HYLAND: It is an important factor. 

COMMISSIONER DRUMMOND: You mentioned some 
place near the ton of page 8 -- you. were referring 
to the pre-packaging and extra processing and so 
forth, and you said you followed this trend yourself, 
and you say "tad we not done so, competitive meat 
and other protein products would have made serious 


inroads into consumer markets at the expense of 
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fishery products". I am just wondering if you had 

not done so, if you had geche sonvert to this 

general trend and had insisted on selling your fish 
more or less in the form that you first showed us 

here, and accompanied that particular form of fish 

with the low price that goes with it when during 

the period of the last several years the price at retail 
for the competing products was so high, what do you 
think the effect on consumption of fish might have 

been? 

MR. HYLAND: One of the factors which 
promoted the sale of fish in this form was, we had 
always recognized the great handicaps with the re- 
tavbing Of SLesh ia cals, form, 

Tt is true that certain specialized retailers 
could handle fresh and frozen fish, but the develop- 
ment of one-stop marketing where the housewives did 
not go to the green grocer to shop, and they did not 
PO Coerhe fisheshop. They did not go to the butcher 
shop. They bought all or a great majority of their 
food supplies at one place, also tended to promote 
the sale of packaged fish. 

We found the retailers, the butchers 
particularly, did not like to handle fish inethis 
form. Tt is a small part of their total business. 
They require special display Facilities. They 
require a special block where they can handle fish, 
and quite frankly, we always encountered resistance 
at the retail level for good distribution of fish. 


We found when we got fish in this form that 
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it was looked upon -- it could be handled at the 
wholesale level, and at the retail level, © 

exactly as the other frozen products: Prior to that, 
frozen fish had always required a distributional 
set-up of its own. It had to carry all the costs 
associated with such a set-up, but here the fish comes 
siege vvlehits mean aie It is grouped with all whole family 
of frozen foods at the wholesale level, and the retail 
level. 

COMMISSIONER DRUMMOND: Assuming that it 
were possible to step up very pronouncedly the per 
capita consumption, and therefore the total sales of 
fish products in Canada -- in other words, your 
volume would be greatly increased. What effect would 
that increase of volume have on your several types 
eDveosts 7)’ Kinst won youroverhead costs? 

MR. HYLAND: Well, certainly the more fish 
we can sell within the overhead framework we have 
it would reduce the per unit costs, and also the 
more efficient we can sell within the distributional 
area, it reduces our costs of marketing and distri- 
bution. 

We recognize that in Canada that the 
problem has geographical aspects. For example, I 
think that it is well known that on both coasts, for 
instance, in Vancouver and in Halifax, the per capita 
consumption of fish is at least twice the national 
average, because of the availability of a wider 
range of fish. People are more aware of fish than 


they are in the heart of Manitoba or Saskatchewan. 
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It is easier to service, and consequently they eat 
more fish. 

COMMISSIONER DRUMMOND: You mentioned that 
the consumption in the United Kingdor. was large? 

MR. HYLAND: Well, there is no place in the 
United Kingdom that is probably more than 50 miles 
from the sea with an excess abundant supply of good 
fash. That is not the case in Canada. 

COMMISSIONER DRUMMOND: Abundant supplies 
of good fish. Do you underline the word "good"? 

MR. HYLAND: Yes. 

COMMISSIONER DRUMMOND: Good and fresh. 

MR. HYLAND: The consumers want good fish. 

COMMISSIONER DRUMMOND: What effect would 
this increased volume have, if any effect, on the 
purchase of your various supplies, such as your tin 
cans, for example? 

MR. HYLAND: I don't think there would be 
any appreciable difference there. 

COMMISSIONER DRUMMOND: You are already able 
to buy those in sufficient volume to get a discount? 

MR. HYLAND: Yes. 

COMMISSIONER DRUMMOND: That would apply 
to your other supplies too? 

MR. HYLAND: Yes. 

COMMISSIONER DRUMMOND: You stated at the 
beginning yours is an integrated operation. The fish 
require processing and marketing organizations. Does 
that mean you do any of your own fishing? 


MR. HYLAND: Yes, we do some. We say we 


| 
| 
| 


tt Tri 


, ai e.. ae 
NPV ie~ af £4 : ah oe ‘ 
pe ins by} S AG. DAR 
‘ q } 
ae ; bs. nie one ae ‘ F ~~» ’ 2 rq i 30 
= ea Ne ue. 1 f uG ‘ a x 4 pyet he ee oe —S Bet OR AM 
SH cy By os ae ho ee Sed a Be Hy, 
“@ - a. »:* = wn A F ‘e 
ie > 4 “9 . Mince e ret ius oe o Fie ie) 
‘ e See : ce 3 eit if bel > ips 3 A 
_—— 
‘hy : Wa ate “s « eft -- suas i... Beely a rriner’ 2? 
ee A ', ‘ ’ ¥ 
: ae oes ; iors RY 2 be =p ae, ; 
won ¥ o shaves Pey ; a eva ay ie ae 
ey re he NORA 3S Saet Ee OaB2 Fy oe 
aie 4 Sal aa sie =. . bs 
i" ' tw ¥ ae aye 3 Taste ew | ag, > 
> : a 2 peta ns HFG 
e 
‘ P cary rae 
he Ai ie “yee 
' é io : ie ae : -ae 
ee ays, Pur . Pe: 
; 3 r ali! . ay 
is « m Rakes >. a 
ew canoe POR sy esa: , 
a= ‘oenGe oy aot! wile RS i 
Poe ae , : , 
ere pn Mtr eft ra : es 
= . Chie Se es ier q 2 ae pty 
“ He. % _ 
A he 9 Aru 
x eB Re: 7 
iy can gay 2 fag, fares 2b ae 
a a : a) “Te of 
P od : 
Wu * 
: tan aye esd ts a o Ak 
- a See) rc) Siete oF feat 
hs b  » 
@uck" <5 bi naph? eee "NM oe > a van be ‘ 
5 i Pe me AO se ere wi 
‘ +e « Ye a We ae 
» f see : 
7 
. Fn os 
. 3. Leen Beek ew ae 2 ea 
irae tPA! Ui eg 
* ~ oe - z 
ae oS * 3 z + a 
} pee wa GE ae, ' 
it re 
: me ee « 
un E 4 oy eae ee ey ; : 
¥ a a! enews 
= - 
a pa 
. Tt pe i) aa ay Sh 0 : / | ies 
‘ © ' wR: 7 Y s) Pes y Rio é 7 
¥ te - i he isl x oom i —— 
. a7 . a 4: f a a Po 
+ Se . ee ae ae = , alah ar arg 4- 
: 
7 - 
_ 


f 


Roth te cee 
Motes Searels). 8D, 9 


te 


‘ot (hstega W? ST 


et. “Toa 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


4398 


do our own fishing. It is with our own boats, but 
of course, we have to crew those boats, and our 
participation is in the ownership of the boat. We 
do not hire men, as it were. They are hired on 
boats. They just use our capital equipment. 
COMMISSICNER DRUMMOND: When was your 


company actually started? 


MR. HYLAND: In its present Or iigeu ire. 
Drummond, it was incorporated in 1928, but at that 
time it was a merger of many companies with their 
origin back to, I think, 75 years ago or more. 

COMMISSIONER DRUMMOND: What I am wondering 
about is whether or not the operations were as in- 
tegrated from the beginning as they are today? 

MR. HYLAND: No. 


COMMISSIONER DRUMMOND: Or have they become 


more so? 

MR. HYLAND: They have become more so. 

COMMISSIONER DRUMMOND: Are they becoming 
more so in very recent years? 

MR. PXMGAND: No, f don't think<so, i 
think we have reached the level of integration which 
we consider as being most efficient. 

COMMISSIONER DRUMMOND: I want to get clear 
on the first question that Mr. MacKichan asked. 

You do, or do you, some of your own wholesaling? 

MR. HYDAND: We do to a very minor extent 
relative to our total Canadian business. 

We have a wholesaling division in British 


Columbia. It is in Vancouver. It services the 
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retail and restaurant outlets in British 
Columbia and in Alberta, but we have nothing -- 
no wholesaling functions in any other part of 
Canada. 

COMMISSIONER WALTON: Is there any 
recovery of the residue of the fish that is not 
edible after you do the processing? 

MR. HYLAND: Yes, we recover what would 
otherwise be completely wasted in the form of 
Oltwand mead butte 1s just, of course, recovery 
because we would not buy that material at the 


value which is placed on it for edible purposes. 
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COMMISSIONER DRUMMOND: I suppose this would 
be in your answers to the questionnaire, but could 
you tell us, generally speaking, how big a factor in 
your costs your depreciation of plants and equipment 
is? You refer to the fact that new plants and 
equipment have required a high rate of depreciation, 
and I wondered how important a part that was in your 
costs? 

MR. HYLAND: It is an important part to us. 
I haven't got the figures available in the questionnaire 
with me for British Columbia Packers Limited as a 
corporation without the subsidiary operations. if 
know by memory the depreciation amount in the con- 
solidation is between $900,000 and $1 million a year. 

COMMISSIONER DRUMMOND: With respect to 
your wage rate increases, you refer to the fact they 

| have risen pronouncedly and continuously; I don't 

| think you refer any place to the fact that there has 
been any increase in the productivity of labour: 
What is the situation there? 

MR. HYLAND: Well, in our business, the 
precise productivity of labour is difficult to measure. 
I imagine that is the situation in many industries. 
The only measure we can apply to it, is the actual 
cost per unit, and we have found the Labour cost 
per unit has increased ever what it was nine years 
ago. The assumption we take is that the productivi ty 
has not increased at the same rate as the rate of 


pay. 
COMMISSIONER DRUMMOND: That is in terms 
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of standard dollars? 

MR. HYLAND: Yes. 

COMMISSIONER DRUMMOND: On this point which 
Mr. Kidd raised on page 9, where you talk about the 
earning performance of the industry not being 
sufficiently attractive to get in capital, the 
question is this: Lf it Is a-fact that past earnings 
have not been sufficient to attract new capital, 
how is it they were sufficient, apparently, to permit 
the investment? 

MR. HYLAND: Well, by withholding the pay- 
ments of what profits we were able to make from the 
shareholder in the form of dividends, we had to put 
it back to keep the company in the situation which, 
in the opinion of the management, was required. 

Just on that point, our company has facing 
it today a serious decision involving the construction 
of new facilities at one of our locations. We have 
an old plant; it is almost 50 years old. In terms of 
handling fish it is obsolete and costly -- we 
recognize that. To replace those facilities to 
handle the same volume of fish would entail what 
looks like a million dollar capital investment, 
but we cannot see how we can justify it on what we 
will earn from the output of that plant. 

COMMISSIONER KIDD: A moment ago you were 
talking about profits and loss and dividends, and 
you said that your dividend had increased in 1957? 

MR. HYLAND: Yes. 

COMMISSIONER KIDD: And you had a deficit 
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for 1957? 

MR. HYLAND: Yes, the operating year, 1957. 
The financial year ends at the end of March. 

COMMISSIONER KIDD: March 31? 

MR. HYLAND: Yes. 

COMMISSIONER KIDD: According to the 
Financial Post survey of industrials, your company 
earned $2.39 on the A shares and 91 cents on the B 
shares in 1957, so that doesn't indicate a loss, does 
it? 

MR. HYLAND: Well, if they were talking 
about the year ended March 31st -- 

COMMISSIONER KIDD: They were. 

MR. HYLAND: 1957? 

COMMISSIONER KIDD: Yes. 

MR. HYLAND: Yes, we did have an earning 
that year, but the year ended March 31, 1958, we had 
a loss. 

COMMISSIONER KIDD: Then, we were talking 
at cross purposes, because my question was, how could 
you have a loss if you increased your dividends in 
that year from 50 cents on the year ended March 31st, 
1956 to $1.35 tn 1957. 

MR. HYLAND: No, but that is not the correct 
information. 

COMMISSIONER KIDD: Well, you had a deficit 
after the dividend was paid? 

MR. HYLAND: Yes, but our dividend declar- 
ations on class B shares are made annually -- 


usually about August of each year -- August, 1956, 1957 
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and 1958; and in August 1956, I think there was 
$1.25, and in 1957, $1, and in August 1958, 50 cents. 

COMMISSIONER KIDD: Well, all I can say 
at the moment is that the Financial Post survey of 
industrials indicates the $1.25 was paid for the 
fiscal year ending March 31, 1957. However, that 
is not too important a point, I wouldn't think at 
this stage. 

MR. HYLAND: No, our declaration of 
dividends is related to the year past, and our 
estimate of the year ahead, and they reflect the 
experience of the previous year. 

COMMISSIONER COUVRETTE: It could be of 
importance in this inquiry, because it seems your 
earnings -- your profits are dropping a little, are 
they? That is the trend, so that would tend to 
diminish the spread: That is one case where lower 
profits would decrease the spread; is that right? 

MR. HYLAND: That is correct. Our con- 
solidated basis incorporating all our subsidiary 

companies, our net profit in the last three years 
has been reduced from $1,470,000 to $577,000 to 
last year a loss of $181,000. 

COMMISSIONER KIDD: Was that a loss on 
operations, or was it a loss after dividends had 
been paid? 

MR. HYLAND: No, that is a loss on op- 
erations. 

THE CHAIRMAN: Well, thank you very much, 


Mr. Hyland. We are very grateful to you. 
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Submission of 


RETAIL MERCHANTS' ASSOCIATION OF CANADA, INC. 


Appearances: 


Mee Pies nands General Manager, 
National Foods Division 


Mes DeAL Gilbert General Manager, 
Retail Merchants Association 


Mes v.D. Poole Past President, 
National Foods Division 


Mr. E.E. Bimm First Vice-President, 
Retail Merchants Assoc. 


== EXHIBIT NO. 3; Brief of Retail Mer- 
chants! Association of 
Canada, Inc. 

THE CHAIRMAN: The second brief this 
morning is that of the Retail Merchants! Association 
of Canada, and will be read by Mr. Rands, the General 
Manager. L. think yourmight readiyoursbrier sino 
the record, and then we will have our usual mid- 
morning break. 

MR. RANDS: Thank you very much. Mr. 
Chairman, and Commissioners of the Royal Commission 
on Price Spreads of Food Products, our brief today 
is presented on behalf of the Retail Merchants! 
Association of Canada, Incorporated, and the National 
Foods Division of the Retail Merchants Association 
of Canada, Incorporated. 


We appreciate the opportunity of appearing 
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before the Commission to present a brief on behalf 
of the independent retail food trade of Canada. 

We consider it an honour and a privilege to speak 
for this very large group of retailers who account 
for approximately 57 per cent of the retail food 
business in Canada. These same retailers occupy 
approximately 94 per cent of the food stores of the 
nation and supply the food needs of the people in 
all corners of the country from sparsely settled 
areas to large urban centres. 

Who We Are: At the outset it is perhaps 
well that we clearly identify ourselves. We are 
an association of Canadian retailers, who were or- 
ganized in 1896 and incorporated by special Act of 
Parliament in 1910. We are a voluntary organization 
with membership in all parts of Canada. Our member- 
ship is in the thousands. We are the only retail 
association in Canada which represents all branches 
of the retail trade. 

We, because of our far-spread membership, 
are charged with a serious responsibility because, 
upon the wisdom of our decisions, depends our 
influence for good or bad. Our board and executive 
officers are aware of this responsibility and 
exercise care in making public pronouncements. 

We fight for free enterprise and fair trade 
practices because unfair price discrimination and 
unfair business practices result in: Injury tO 
independent retailers, concentration of distribution 


in a few hands which is monopolistic in tendency 
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and destruction of competition. None of these is in 
the consumer interest. 

We believe that any study on price 
Spreads must temper its final decision by taking 
into account the economic conditions created by the 
use, in the preparation of food for consumer purchase, 
of all today's labour and materials. These include 
transportation, processing, packaging, distribution, 
promotion, etcetera. 

Radical Changes in Food Distribution: The 
retail food industry of Canada has radically changed 
during the last few decades; many of these changes 
have resulted in increased production per worker. 
This in turn has offset, to some extent, higher 
commodity prices and wage costs. 

(a) Worker Productivity Up: Agricultural 
Marketing Service Bulletin January, 1958, issued by 


the United States Department of Agriculture, reported: 


"Hourly earnings of workers engaged in 
marketing food were more than three times 
as high in 1957 as in 1939. However, unit 
labour costs rose only 2.3 times. fhe s 
shows a pronounced rise in worker pro- 
ductivity. Sales per worker in retail 
stores rose from $23,000 in 1939 to $38,000 
in 1956 in terms of 1956 dollars. 

As total labour costs went up, the 
number of persons employed in processing and 


distribution activities also rose.” 
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Food stores, to a large extent, have cur- 
tailed or eliminated credit and delivery services; 
self-service has gradually and steadily reduced 
clerk service. This is as true in many independent 
stores as it is in chain stores. 

(b) Housewives! Habits Change: Women have 
long since given up the idea of spending half their 
lives in the kitchen mixing and grinding things to- 
gether and converting raw foods into appetizing meals. 
A large percentage of women are today working in 
business and industry and they require faster service 


in stores, such as pre-packaging and in the kitchen 


more "minute" foods. Today 1.5 million females are 
working outside of the home, This is one-quarter 
of the labour force. Only half of these women are 


| single. It is not surprising that the Canadian 


| woman looks for time-saving features in food products 
and is prepared to pay a premium for them. Of course, 
there will always be those who pride themselves on 
old-fashioned cooking, but they are getting fewer 
all the time. A generation ago the average Canadian 
housewife spent 5.5 hours a day in the kitchen pre- 
paring food Tora Tami ly “orf our. Today meal 
preparation takes only 1.6 hours per day. 

In years gone by there was not the tremen- 
dous consuming power we have today so there was no 
need for great quantities of foodstuffs. Families 
got along with fewer things, just the necessities. 

By comparison with today's standards of living 


these would be considered the barest needs. 
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(c) Demand for Farm Products Down - 
Manufactured Products Up: As the per capita income 
of the nation went up, the demand for farm products 
increased but not to the same extent as the demand 
for manufactured produwts. As the per capita 
income continued to increase, it brought great 
changes in the way people live and, at the same time, 
turned the consumer's preferences towards better and 
more expensively prepared things. 

During the low income periods, consumers 
are more likely to economize on amounts of marketing 
services bought with their foods and to make more 
purchases direct from farmers and other groups that 
will keep down their cash outlays for food. Thus 
in times of low national income the spread narrows. 
During buoyant times direct farm-to-consumer sales 
decline in importance. 

Cost of Living Index: To comment on the 
Commission's concern about retail food prices, 
as reported in the government's cost of living index, 
it is our opinion the price index cannot measure 
what housewives really spend in their grocery 


stores. The index measures the relative price 


For this comparative statistical purpose the govern- 
ment always checks the prices of a limited number 
of items. But the housewife does not have to buy 
the products included in this statistical market 
basket. She makes her selection, not necessarily 


level of a certain fixed market basket of food. 
from these, but from a variety of more than 6,000 
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items, and she knows which ones to buy. 

By intelligent shopping she can buy her 
food requirements today at prices which are not 
higher than a year ago. In fact, she can now buy 
many items which are lower than last year. 

Dr. Stewart, would you like me to read 
Exhibit A? 

THE CHAIRMAN: Not unless you wish to, 

It will be included in the transcript. 

MR. RANDS: Except to say, perhaps, that 
it shows 53 items, and this was done by an outside or- 
ganization, and it was found that 30 per cent had in- 
creased in price, 38 per cent had decreased in price 
and 32 per cent showed no change. We believe 
that this is pretty well the average situation. 

You will note that it was taken by an independent 
survey, and we have not tried to cover up any of the 
things. 

The growing urban population increases 
distribution and other services required;this change 
may not be reflected in the cost of living index. 

In general, urban families tend to buy more pro- 
cessed foods and in smaller units than rural families. 
The increased urbanization of our economy has in- 
creased the marketing services performed per unit 

of product marketed and thus decreased the farmer's 
share of total food expenditures. 

Farmer Needs to Study Consumer and Help 
Promote: Primary producers need help not subsidies. 


What is needed is a greater appreciation by primary 
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producers of today's consumer demand - a willingness 
to work wholeheartedly with the processing and dis- 
tribtuing trades to the end that the major problems 
facing the producers are solved through mutual 
understanding. 

The situation with Manitoba fishermen 
early this year will serve to illustrate. 

In a joint campaign the Manitoba Government, 
the fishermen, the fish companies, independent food 
stores, department and chain stores working together 
as a team disposed of a surplus of 500,000 pounds 
of frozen white fish during a three-week period. 

We are quite sure a consumer survey, if 
undertaken by the Commission or the industry, 
would indicate that consumers prefer fresh fish to 
Progen. On the other hand, the retailer has 
discovered that in most areas he cannot sell 
fresh fish in any volume. Actually the housewife 
seems to be undecided. ADiveeadclMoybisueey oni ¢ whelalmn els. 
producer, by some judicious promotions, could 
persuade more consumers to purchase the excellent 
frozen fish which is available and which is much 
more readily handled at retail. 

The farm income is declining because farmers 
do not understand how the industrial side of the 
economy does things. The farm community is 
reluctant to admit that quality control, product 
promotion and research are essential measures in 
today's economy. These things are so broadly ac- 


cepted in the industrial and commercial world that 
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has been a breakdown in transmitting information 
between urban and farm business areas. The distri- 


buting industries build prosperity and new markets 


prone to believe the disparity in progress is the 


they are taken for granted. In other words, there 


. these techniques, while the primary producer is 


result of unfair manipulation of primary products. 

Research: It is common knowledge that 
not so many years ago the only fibres used in 
manufacturing were cotton, wool, flax, hemp and 
silk, and soap was made from natural oils and fats. 
Adhesives came from starch, glue and plant gun. 

In those days too shoes were made almost wholly 
from leather. The base of paints was vegetable 
oils, and alcohol came from molasses and corn. 
Today, the chemical and petroleum industries invest 
four to seven per cent of their annual gross sales 
in research; all manufacturing invests approx- 
imately three per cent. 

There are perhaps limits to how far in- 
dustrial research can make inroads on the traditional 
farm markets. But it is significant that 
research has produced revolutionary changes in the 
processing of food products. Five minutes at the 
checkout counter will show a parade of foods un- 
known -- in present form -- to housewives in 
1929. A shopper pushes a heaped cart to the 
checkout. In it could be found a pre-cut, pre- 
wrapped rolled roast of beef, boxes of frozen 


vegetables and frozen fruits that are not in season, 
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a giant can of chow mein, tins or jars of baby foods, 
sliced bread, canned soft drinks, pre-mixed French 
dressing, raw vegetable salad mix, half-cooked 
rolls, frozen meat pies, canned new potatoes, packaged 
fresh vegetables (already trimmed and weighed), 
instant coffee, one-serving boxes of cereal, and frozen 
orange juice. 

Then, on Exhibit B, we give a list of quite 

a number of other items which are in the minute food 


class. 

The primary producer should now realize 
that the consumer, including himself, is the one 
who forces continued research and quality control. 

The consumer demands freshness, attractive 
packaging, consistent supply and many other things. 
The consumer will pay for them as events have 
already proven. But he won't buy without them. 
Someone along the line of supply has to put these 
things into the product; if the farmer cannot, some- 
one else must. 

Right now it is the farmer who needs 
help, who needs immediate benefit from a vastly 
greater interchange of ideas and knowledge between 
farm and factory. Some day it could be the other 
way around. 

What Enters Into the Dollar Spent on Food: 
The consumer in buying her food is not buying merely 
the product. In her purchase she is paying not 
only the product cost put her share of the cost 


of processing, packaging, the cost of research to 
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develop new uses for primary produce, the wages of 
truckers, railwaymen, clerks of wholesalers and 
retailers, factory workers -- all who shares in 
bridging the gap between the primary producer and 

the cashier's desk. She is also paying a share 

of the incname taxes of all the foregoing, which 

alse includes their contributians to eld age pensians, 


unempleyment insurance premiums, baby benus and ~ 


She is alsa paying fer the cast of price supperts. - 
Increased Cast of Manufacturing and... 
‘Retailing: The Dominian Bureau ef Statistics, in 
its 1956 general review on foeds and beverages, 
reported this group accounted for 17.7 per cent of 
the selling value of factory shipments of all the 
manufacturing industries of Canada in 1956. of 
the total estimated value of $21,636,748, 986 
this major group's share was $3,020, (024255. |e es 
total of 8,023 establishments employed 183,008 
persons who received $531,634,259 in salaries 
and wages. In comparison with 1939 there has been 
a decline in establishments of 1,064, an increase 
in employees of 62.4 per cent and an increase in 
salaries and wages of 346 per cent. 
To make a comparison with 1951 and the 
1956 figures quoted above, there has been a decline 
of 365 establishments, an increase in the number 
of employees of 6,1 per cent and an increase in 
salaries and wages of 35.3 per cent. 
A factor which is contained in those figures 


ather perquisites of the Canadian way of life. 
i 
that cannot be overlooked, and which adds to the 
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increased labour costs, comes from the unionization 
of the food processing and distributing industries. 
There is now an established work day and work week 
with provisions for overtime payments and fringe 
benefits. 

These changes in labour relations and costs 
have brought changes in retailing methods and 
practices through the adoption of new efficiencies 
and innovations, which make obsolescence a very 
real factor in marketing. Customary depreciation 
allowances which consider only the use value and 
physical deterioration of plant and equipment are 
no longer adequate. 

A modern retail store to adequately 


serve its patrons must have a good location, have 


handle an ever-increasing variety of pre-packaged 
and processed foods. As an example frozen food 
sales have about doubled in the past five years and 
account for approximately 1-1/2 to 2 per cent of 
overall store sales in many outlets. 

Today's store must be attractively painted, 
well-lighted and clean. 

In order to be in a position to offer 
these up-to-date services and keep abreast of 
technological advances, marketing and processing 
firms are spending millions of dollars annually. 
This kind of outlay is expected for modernization 
and plant expansion as well. Much of this new ex- 


plenty of parking space and be equipped to properly 
penditure is being financed out of funds set aside 
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from depreciation allowances and retained profits. 

Higher transportation costs also have 
contributed to rising marketing costs. Railroad 
freight rates are up about 54 per cent and truck 
rates have risen as well, and the paper said last 
night there is another 17 per cent increase on 
the way. 

Business taxes paid by sellers are another 
item that figures largely in the cost of marketing 
farm products as well as all other commodities. 
Taxes have kept pace if not exceeded other cost 
items in the marketing bill. Property, business, 
sales, corporation, and personal income taxes are 
the main source of about $8,600,000 collected 
by federal, provincial and municipal governments 
2 LOOT This is approximately 25 per cent of 
the $31,443,000,000 gross national product. 

If we assume that taxes collected by the 
various government agencies are distributed among 
industries in approximate proportion to the dollar 
volume of sales, the share borne by food would amount 
to roughly 20 to 25 per cent of the total cost of 
producing, processing, and marketing food. 

Pricing: In these days of keen competition 
some may wonder how prices are arrived at and who 
sets prices. 

The law of supply and demand establishes 
the retail prices. Thus the retail trade sets its 
consumer price at a figure in relation to the cost 


factors, and subject of course to competition. 
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The statement has been made that there is 
a reluctance to compete pricewise among retailers 
in the food industry. We believe this to be far 
from the facts. 

Severe competition between independent 
stores and chains has kept the profit margin thin. 
Preservation of the vigorous competition in retail 
food distribution which now exists for the benefit 
of consumers is the biggest job food people have 
ahead of them. Too many people take present com- 
petitive conditions in food distribution for granted. 
Competition is a living thing and must be nurtured 
and cared for; otherwise it will perish. This’ is 
the only effective means of keeping food prices 
reasonable. Competition requires competitors. 
This means that independent food stores are indes- 
pensable to protect the public against monopoly. 
There is a growing concern among independent food 
retailers across the country about the inereasing 
concentration of retail food store gales in the hands 
of a few nationwide firms. 

A successful well-operated business leaves 
in the business a portion of earnings each year. 
This is a standard accounting practice and this 
so-called reserve or owner equity is almost without 
exception tied up in new equipment, expansion and/or 
inventory. Tt would be a sorry day for the mer- 
chant if he had to shave his net profit picture to 
a point where his living used up the entire 


earnings of his business and jeopardized his 
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competitive position. 

Giveaways: In our submission to the Joint 
Parliamentary Committee on Capital and Corporal 
Punishment and Lotteries on Tuesday, March 15, 1955, we 
said in part: 

"The Retail Merchants! Association and 

National Foods Division are in favour of and 
support every sound practice which will result 
in bringing goods to the consumer at the 


lowest possible cost. The simple fact is 
that lotteries, giveaways, prize draws and 
similar things are, in most instances, sub- 
stitutes for a reduction in price. They 

are excuses which are often used for re- 
taining the price of articles and actually 
replace possible reductions with such sub- 
stitutes as TV sets, automobiles, radios, 


and so forth." 


The Joint Parliamentary Committee on Capital 
and Corporal Punishment and Lotteries dn 1ts. Pine? 


report to Parliament on July 31, 1956 on Lotteries 


stated: 

"(e) Advertising Contests 

"21, The Committee noted the prevalence 
of a great variety of advertising and pro- 
motion contests in the nature of lotteries. 
These contests are conducted on business 
premises and by means of press, radio and 
television. Because the present provisions 


are s® uncertain in their effect, aifficulty 
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"has been experienced in controlling such 
contests. Several problems may be mentioned. 
The present section prohibits the disposal 
of goods by any game of mixed chance and 
skill, but does not prohibit the award of money 
prizes. In most commercial contests, doubt 
exists as to whether consideration is given 
by the contestant and, for the reasons out- 
lined in paragraph 28, it is difficult to 
secure a conviction in such circumstances. 

In other cases doubt exists where the final 
award of the prize is made dependent upon 

some alleged exercise of skill at chough an 
fact the winner is selected by chance; an 
obvious example being where a name is drawn 
and the person is required to answer an ex~ 
tremely simple question to obtain the prize. 
There are other contests in which skill os- 
tensibly plays a part but which win (Laccrare 
conducted like lotteries with the award de- 
pending almost solely on chance. An example 
is the completion of an advertising slogan 
where the winner is chosen by casual selection 
from among thousands of contestants. Still 
other contests depend for their apparent 
legality on the completion of some fictitious 
or nominal purchase or sale when in fact a 
winner is selected by lot. An example is 
afforded by the 'photo-nite contests! in vogue 


in some motion-picture theatres. 
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commercial in their inspiration and confer no social 
benefit. They appeal to the gambling instinet and, 
because they are so widespread, undoubtedly stimulate 
LD, Nhile commercial lotteries of this type are 
operated, it is and will continue to be extremely 
difficult to enforce prohibitions and restrictions 
against lotteries organized by reputable groups for 
charitable and community purposes, Moreover, the 
Committee is impressed by the evidence that the opera- 
tion of such commercial contests distorts the com- 
munity's sense of values, diverts actention from 
prices and quality of merchandise, and may enhance the 
cost of goods. In addition, the Committee considers 
that such contests place the small, independent mer- 
chant at a disadvantage in relation to large stores 
which can absorb more easily the cost of prizes and 
the extra overhead expense which such promotions 
inevitably create. 

233, The Committee recommends that the 
laws prohibiting lotteries should apply equally to 
advertising and promotion contests which involve any 
element of chance.” 

Conclusion: Oux conclusion is that the 
growing price spread is due less to inefficiency and 
high profits than to che Canadian way of life ina 
buoyant economy. 


ghee WE The Committee eonsiders that the pre- 
valence of this type of advertising contest is not bene- 
ficial to the community. These contests are purely 
The Canadian housewife and her husband have 
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decided that the service they are buying is worth the 
cost because of the increased variety of foods and 
the ease of preparation they provide. 

The price spread may be reduced in time 
through the advent of automation and technological 
improvement in the processing and distribution of 
foods. In our opinion, it will not be brought 
about by a reduction in the services required by the 
housewife. 

One of the good things about the Canadian 
way of life is that groups of citizens such as ours 
have an opportunity to express an opinion on a matter 
like this which affects us all. 

May we again express our appreciation of 
the invitation to present our views to the Royal 
Commission on Price Spreads of Food Products estab- 


lished by the Government of Canada. 
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EXHIBIT A - PRICE COMPARISON 


ld 


Prepared by Ambler Pricing Service 


Oct. Oct. 
Size Item 1957 dgoe Change 
3 1b. McIntosh Apples oy) 29 - 10 
1 1b. Green Beans 23 uy 1 4 
Head Cabbage 15 13 - 2 
Selb, Carrots wh) DY, - 
3 1b. Cooking Onions 19 23 # 4 
Doz. Oranges size 113's California 59 tie) # 16 
10 1b, Potatoes - Marsh 45 45 N.C. 
4 pak Tomatoes - imported 23 23 N.C. 
1 1b. Round Steak Minced 69 89 # 20 
1 1b, Blade Roast 52 59 f 7 
1 1b. Sirloin Cteak ify 98 # 26 
1 lb. Beef Liver 49 49 N.C. 
1 1b. Pork Loin Roast 75 69 - 6 
1 1b, Pork Butt Roast 62 53 - 9 
1 1b. Side Bacon ee 87 - 6 
1 1b. Roasting Chicken - Frozen is) 65 - 10 
Doz Large Higgs 69 67 - 2 
20 oz Chocolate Cake Mix 33 35 N.C. 
12 oz. Corn Flakes 27 Zi N.C. 
48 oz, Oats 39 41 # 2 
1 lb. Canadian Process Cheese 64 62 - 2 
1 lb. Coffee - Bag 83 to - 8 
6 oz. Instant Coffee Lei7 as - 4 
l's Sockeye Salmon 93 89 - 4 
7 1b. Cake and Pastry Flour 53 55 - 2 
15 oz. Choice Peach Halves 2/39 Bios - 4 


OINVLINO ‘OLNOHOL 
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Oct. Oct. 
Item 1957 1958 
Jelly Powders 3/29 3/29 
Strawberry Jam with Pectin ays 49 
Orange Juice 2/29 Dead 
Tomato Juice 2/29 2/29 
Margarine 35 32 
Beef Stew 29 31 
Instant Powdered Skim Milk 43 40 
Toilet Tissue 2421 2/27 
Peanut Butter 583) Sie) 
Dog Food 2/27 Pea 
Sweet Mixed Pickles a5 oe 
Paste Floor Wax a2 65 
Ketchup 25 23 
Shortening SL 4 
Granulated white Sugar 58 48 
Soap Detergent Powder 79 81 
Toilet Soap 2/31 2/33 
Tomato Soup 2125 2127 
Corn Syrup or cil 
Tea Bags 1 Be) 67 
Beans with Pork 2/3) 2/42 
Choice Cream Style Corn 2/29 2/29 
Choice Ung. Peas 2/29 2/29 
Frozen Cod Fillets ou SL 
Frozen Strawberries 39 39 
Frozen Blended Juice 2/33 2/46 
Frozen Peas per =) 23 
TOTAL COST $24.04 $24,28 
Total Number of items 53 
Total items increased price 16 30% 
Total items decreased price 20 38% 
Total items "No Change” LZ 32% 
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Change 
N.C. 


- 2 
# 8 
N.C. 
-2 
f 2 
=a 
N.C. 
N.C. 
N.C. 
N.C. 
# 10 
- 2 
fl 
- 10 
#2 
f 2 
# 2 
N.C. 
- 6 
#5 
N.C. 


N.C. 


N.C. 
N.C. 
# 13 


N.C. 
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EXHIBIT B - PARTIAL LIST - MINUTE FOODS 


Baby Foods 

Quick Dinner Biscuits and Rolls 
Cake Mixes 

Pudding Mixes 

Cookie Mixes 

Pancake Mixes 

Instant Gats 

Instant Coffee 

Instant Chocolate Drinks 
Instant Frosting Mixes 
Instant Powdered Skim Milk 
Car Polish Spray 

Instant Epaghetti Sauces 
Liquid Detergents 

Instant Tea 

Frozen Desserts 

Frozen Meat Pies and Dinners 
Frozen Fish Fillets and Sticks 
Frozen Soup 

Frozen Vegetables 

French Dressing 


Frozen Juice 

Fruit Juices 
Vegetable Juice 
Applesauce, canned 


Cheese Spreads 
Instant Laundry Ctarch 


Powdered Cream 
Quick Macaroni 
Potatoes, Canned 
Soup Mixes 
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THE CHAIRMAN: Thank you, Mr. Rands. 


I think perhaps we will have a short break now. 
---Short recess. 


THE CHAIRMAN; Mrs. Walton would like 
to ask some questions. 

COMMISSIONER WALTON: Perhaps there are 
just a couple, Mr. Chairman, and they follow up a 
question that I asked yesterday and that the Commis- 
sioners have had submitted to them from various briefs. | 

Your Association has mentioned the need 
of consumer education and producer education to busi- 
ness practices, and I was just wondering if you had 
any thought in your Association -- have they discussed 
a form of machinery, or how this could be brought 
about? We had suggestions from one of our briefs 
yesterday that voluntary associations, the producer, 
the consumer, should contribute some money and form 
a board and that the government should subsidize. 
Others say we should have a consumer bureau existing, 
a government department, and others say a separate 
consumer department with a cabinet minister, and 
there have been all forms of suggestions, but every- 
one has pointed out this need for consumer education 
as a means of being better informed, 

MR. RANDS: Well, we thought it would 
be an industry-consumer problem. Perhaps it could 
be assisted by government also. 

COMMISSIONER WALTON: How would it be 


financed? 
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MR, RANDS: We felt it should be some- 
thing of industry itself rather than something that 
might become dictated by government, or something 
like that. 

COMMISSIONER WALTON: How would you en- 
visage financing it? 

MR, RANDS: I would think it would start 
from the trade associations of the various groups such 
as the CAC, our own, and various associations of indus- 
crys 

COMMISSIONER WALTON: Would you think 
that you could draw enough financial support? It as 
my understanding that while the segments of the indus- 
try may make a profit that the voluntary associations 
are travelling on a rather thin line. 

MR. RANDS: It is true the associations 
travel on a very, very thin line but I would think 
industry in its own interest would be willing to aid 
materially in the education setup. 

COMMISSIONER WALTON; And your suggestion 
would be interested groups of the different economic 
segments should associate voluntarily and see if they 
cannot --- 

MR. RANDS: Yes, and, of course, if that 
was not possible I would think something would emerge 
from that getting together. 

COMMISSIONER WALTON: There was one 
other, if I might ask it. From the consumer group 
yesterday a statement was made asking, or reiterating, 


I am not quite sure how it applied in the brief becaus 
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I have not got it here, that they hope that the retail 
price maintenance would not be reinstituted because they 
felt consumers had benefitted from the efficiencies 

and the different factors that came into play without 
the rigidity of a dictated price from the manufacturer 
to the retailer. 

Now, on page 2 of your brief in your first 
paragraph you say: 

“We £ight for free enterprise and fair 
trade practices because unfair price discrimina- 
tion and unfair business practices result in: 
injury to independent retailers, concentration 
of distribution in a few hands which is mono- 
polistic in tendency and destruction of com- 
petition,” 

What would be the attitude of your Association -- and 

I think it would have to refer to the food industry and 
the retail merchant rather than the Association as 

a whole, but this has been a joint presentation. Do 
you think that the elimination of that practice has 
narrowed the spread in the food industry, or was it a 
factor? 

MR. RANDS: I would think by looking at 
your trade index that it certainly has not narrowed it. 
It has not held down the cost of living index as far 
as food is concerned. Of course, we at no time have 
had very much price -- I mean, we have had no set 
prices generally, so it is pretty hard for us on our 
Side to say it will do good or bad. ve would think 


right now that it would show -- the mere fact that it 
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was not allowed has not helped in the overall picture. 
I would think if it had helped perhaps you people would 
not have been meeting. It does not seem to me it has 
done anything at all. 

COMMISSIONER WALTON: One way or the 
other? 

MR. RANDS: One way or the other; I do not 
think it has done anything. 

COMMISSIONER MARTIN: I would like to 
refer to page 7, the middle of the page, where you say: 

"Right now it is the farmer who needs 

help, who needs the benefit from a vastly greater 
interchange of ideas and knowledge between farm 
and factory.” 

Would you elaborate on that? 

MR, RANDS: Yes, I think the farmer and 
the producer or the industry should get together and 
talk over their problems instead of being a bit stand- 
offish with one another and talking, not belligerently, 
but rather with the idea of we sit here and you set 
there, They should get together and discuss their 
problems and try to reach some satisfactory solution. 
You have to bear in mind if your prices are too high 
you will kill the retail. Mrs. Consumer thinks at 
the time when they are too high that you are just out 
of luck, They should help the farmer with technolo- 
gical changes which would help the overall picture. 

COMMISSIONER MacKICHAN: Mr. Rands, on 
what evidence do you base the statement on page 6 


that the farmer is reluctant to admit that quality 
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control, product production and research are essential 
today? 

MR. RANDS: Well, as far as the statisti- 
cal information to pass on, we have not got it, but in 
speaking to various groups we get it from all parts of 
the country -- from retailers -- that that is the 
general reaction. If there is something wrong with 
the price it is somebody in between that is getting 
away with it, and it is not them. Ne take the 
producers' general feeling across the country. 

COMMISSIONER MacKICHAN: I feel you are 
not talking with the better and more progressive far- 
mers because farmers have gone a long way towards 
advocating quality control and demanded grade of hogs 
and cattle and, in fact, grading on lambs was touted 
in the east by the farmers against the wishes of 
industry. I think the farmer would go along with 
that completely;in exercising something he would be 
discriminatory and have different ideas. 

About promotion, there are some things he 
goes for -- "it tastes better with butter’; -- that is 
the result of a June checkoff, and there are other 
things like that. You have the same thing on pages 
bisel2 andy ba. 

MR. RANDS: But are they doing it on 
their own or are they also discussing it with trade 
interests? I mean other trade interests besides 
themselves? The butter thing, is that in conjumctio 
with other people who discussed che problems? 


COMMISSIONER MacKICHAN: I presume it wa 
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but this is a check-off for the promotion --- 

MR. RANDS: From the farmer, yes, l 
realize that. I would say in answer to your question 
that we had considerable correspondence from the Mari- 
times which led us to put in this particular part in 
our brief because the complaints were coming from the 
Maritimes to us. 

COMMISSIONER MacKICHAN: well, from my 
knowledge of farmers' organizations I would have a 
very large question mark here. 

COMMISSIONER WALTON: Would it be fair 
to say that perhaps your indepen’‘ent retailer of food 
products has been getting some of these views from his 
customers? 

MR. RANDS: Ch, definitely. 

COMMISSIONER WALTON: That they know or 
at least they think they know that there is a certain 
grading, and when they buy, shall we say, the bruised 
apples and some of the merchandise which even came 
into their efficient stores, that they understand it 
at that price? 

MR. BANDS: That is right. As a matter 
of fact we worked with CAC for a time and one of the 
others in a more indirect way, and there is a lot of 


complaint abouc grading of products. I chink both of 


us sat on various panels -- members of our Association 
and members of CAC -- to try and get the farmers to do 
something about their own grading. It is graded 


interprovincially but this is something in the province 


itself and for some reason or other that seemed to 
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deteriorate in quality. I think perhaps if you will 
allow me I shall ask Mr. Poole here,who is a retailer 
in Woodstock, to give you some views. I think he 
appeared before one of the Boards. 

MR. POOLE: That is a panel of potato 
grading and apples, but in my experience in the last 
two or three years grading has much improved. We 
have a much better inspection service and the grade 
we are getting of fruits and vegetables is much better 
than it has been up to two or three years ago par- 
ticularly. 

COMMISSIONER MacKICHAN: You are not 
getting quite to my point that the farmers are the 
people who resisted it. The main complaint we have 
here is that the grading is not carried through to 
che consumer. 

MR. RANDS: I am sorry, I misunderstood 
your question. I am not saying that the farmer is 
against the grading. I am saying that we are aware 
of the problem, as I tried to point out -- that the 
farmer is not happy with what the other segments of 
the trade are doing about his products in that you 
are complaining too much about some of the grading 
regulations and you feel that you dare not be blamed, 
His end is not getting a fair share and everybody 
else is getting the gravy. 

COMMISSIONER Mack ICHAN: I am just 
literally translating your own statement that the 
farmer is reluctant to admit that quality control, 


product promotion and research are essential measures. 
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The farmer is pushing pretty hard --- 

MR. RANDS: It is increasing. I would 
say it is getting better but that is from prodding 
from the trade. I would be quite frank in saying 
that is prodding from the consumer or the retailer or 
it would not have been done. 

THE CHAIRMAN: On page 7, at the bottom 
and carrying over to page 8, your statement here 
implies that the consumer bears the full cost of 
these additional cost elements. 

MR. RANDS: Yes, they are included in 
the cost of goods when she gets them. 

THE CHATRMAN: How do you reconcile that 
with the sharp falling of prices which is illustrated 
by the chart here which has, in fact, been represented 
to us by farm groups that to some extent this decline 
in farm prices is as a result of essential pressures 
on farm marketing as a result of increasing costs 


and other features in the marketing of farm products. 
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MR, RANDS: Dr. Stewart, I am not in 
the business of buying and selling. I represent an 
organization and I do not believe that I am capable 
at the moment of giving you a direct answer to that 
question. Whether there is that downward trend or 
not I am afraid I am over my depth if I attempt to 
answer that question. 

COMMISSIONER COUVRETTE: On page 5, the 
firstparagraph, you bring up the point about the 
shift of population from rural to ‘urban? 

MR, RANDS;: Yes, sir. 

COMMISSIONER COUVRETTE: Indicating 
that urban families would buy more processed foods. 
Have you made any studies or has your Association 
made any studies as to the importance of that shift? 

MR, RANDS: No, we have not. 

COMMISSIONER COUVRETTE: Nould you be 
in a position to elaborate a little and to tell us to 
what extent it might mean an additional spread? 

MR. ¢ Ss yell, for one thing -- 
transportation -- it is a well known fact that trans- 
portation around the cities is much more costly than it 
is when you are on the highway, which you would know, 
sir, being in the wholesale business. It is much 
more expensive in the larger urban centres than it 
is outside. 

COMMISSIONER COUVRETTE: What I am refer- 
ring to is that since families, once they live in the 
city will buy more processed foods and the more pro- 


cessed they are the wider the spread? 
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MR, RANDS: Yes. Well, in fact --- 

COMMISSIONER COUVRETTE: would you be 
in a position to say about how much the percentage 
of more processed foods which may be sold on account 
of that shift of population? 

MR, RANDE; No, I could not answer in 
percentage. 

COMMISSIONER COUVRETTE: You could not 
answer that? 

MR, RANDS: No, 

COMMISSIONER COUVRETTE: : There is another 
paragraph. This one is on profit. On page 11, the 
first paragraph: would you elaborate on that part 
especially where you say "It would be a sorry day 
for the merchant if his competitive position was 
jeopardized,” 

MR, RANDS: Would you like to speak 
about that, Mr, Bimm? 

MR. BIMM: Well, Mr. Chairman, the point 
we are trying to make is that of the profits anyone 
would get in the business you would have to reinvest 
a greater percentage in trying to keep abreast of the 
modern trends in merchandising, new equipment and 
capital investment, and if that profit were reduced to 
a point which Mr. Rands suggests, if your profit was 
just going to keep you going and keep your family 
living, you would just go out of business because of 
the competition you have to meet; which means you have 
to modernize your methods and your business and your 


premises to be able co keep in business today. 
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COMMISSIONER COUVRETTE: Yes, Of course, 
we all agree that it would be a sorry day for the mer- 
chant but would this disappearance of competition, 
could it be called a happy day for the consumer? 

MR. BIMM: Well, if the competition was 
reduced eventually it could work the other way, that 
is, if the thing got to be a monopoly. If there are 
fewer and fewer people in the industry it could be 
that it would tend to be a monopoly. If the control 
is in fewer hands the competition is less severe. 

COMMISSIONER COUVRETTE: Meaning the 
merchant would have the sympathy of the consumer who 
would also be very sad? 

MR, BIMM: Yes. 

COMMISSIONER COUVRETTE: On the last 
page, the first paragraph, you express in your brief 
very strongly the opinion -- in the last two lines of 
that paragraph where you say in your opinion the reducin 
of the price spread will not be brought about by a reduc 
tion in the services required by the housewife, 

MR. RANDS: Yes. 

COMMISE TONER COUVRETTE: Which implies, I 
understand, that you rather foresee more and more ser- 
vices? 

MR, RANDS: Yes, 

COMMISSTONER COUVRETTE: For the future? 

MR. RANDS: Yes, L-do. 

COMMISSTONER COUVRETTE: Now, it has been 
said in previous briefs and hearings that part of the 


Spread is due to too much services, too much fancy 
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packaging and too much fringes, to use an expression, 
and you are a man in a position maybe to elaborate 
on a subject like chat. 

Would you give us your experience on the 
subject as to how this could be reduced, how much of 
"coo much packaging’ or ‘fancy packaging or*'too 
much fringes” is really intervening in the marketing 
process? 

MR. RANDS: Nell, I think chat actually, 
as we said to this Commission, the way we are operating 
at the present time and "Miss Consumer’ is the one -- 
I heard it said yesterday she was not demanding these 
things. I chink that was in a brief, and it was more 
or less changed to "She would like them’ or "She would 
like to have them’. I think the proof of the pudding 
is in the eating and the womenfolk and the menfolk 
too are buying these products because they are easier 
to handle and give more leisure time, and the more 
women who go to work in industry, which has been in- 
creasing, there is going to be more demand for these 
built-in services. 

I think if she was strictly honest with 
herself she would admit this fact that she does not 
want to be in the kitchen all the time. She likes 
to go out and do some social service work or go out 
and do some other things. If she were kept in the 
kitchen like her great grandmother was she wouldn't 
get the same amount of time, so l think it iwili-con= 
tinue to spread. 


COMMISSIONER COUVRETTE: I take it in 
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your opinion the services should be intensified 
rather than reduced according to presentday plans. 
MR. RANDS: That would depend if the 
public demanded them or continued to -- should we 
say rather than demand that they continue to use 
them, I would imagine that if a product were not 
selling, if the consumer would not buy it, the 
manufacturer would discontinue to make it, so I think 
it is in the hands of the consumer. 
COMMISSIONER COUVRETTE: Then in your 


opinion the consumer really demands all these ser- 


MR. RANDS: That is if her buying of 


COMMISSIONER COUVRETTE: In other words, 
your opinion is that there is not too much waste along 
the line, or as little waste as possible? 

MR. RANDS: Well, that is something -- 

I am not in the processing business and I have not 
studied the processing business as to what waste 
there might be in there. I am not in a position 
to provide you with those answers. 

COMMISSIONER COUVRETTE: Well, what I 
understand is the waste is, I suppose, too elaborate 
packaging or advertising or merchandising or pro- 


motional schemes. 
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MR. RANDS: That: could be true. Gv could 
be that in some areas there could be too much; it 
could be. true: 

COMMISSIONER COUVRETTE: Would you say the 
proportion would be very high? 

MR. RANDS: Well, again, you are talking 
about a widespread industry, and it may be too 
much on one and not enough on another. To make a 
blanket answer to you, I would be off base. 

COMMISSIONER COUVRETTE: Well, I was asking 
you as aman in charge of an association which wnites 
at the same spot all the -- 

MR. RANDS: We are a service organization. 
We are doing the service work for the manufacturer 
to get his goods as cheaply as we can to the consumer, 
and if the product gets too high, our people don't 
buy it, and we don't handle it. We are in that 
position, as you are the retailer. 

COMMISSIONER COUVRETTE: Well, I will try 
it this way, and this will be the last way I will 
Cry avi 

MR. RANDS: I am not trying to fence with 
you, sir. Perhaps I am not getting your point of 
view. 

COMMISSIONER COUVRETTE: Would you feel 
that being on the retail end of it, that, personally, 
there are a lot of things you would like to have 
done that won't mean anything as far as sales volume 
and results are concerned? 


MR. RANDS: I am not sure of that question. 
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THE CHAIRMAN: Let me try it this way: In 
explanation of the increase in the spread there are 
two types of factor which we have had emphasized. 
One is that the unit costs have gone up -- you are 
paying more for an hour of labour; this is what is 
represented to us -- and you are paying more for 
a can. 

MR. RANDS: That is right. 

THE CHAIRMAN: Unit costs have gone up, 
but there is another argument, that there is an un- 
necessary proliferation of services going along 
with the commodities today, and that some of this 
element of the cost could be cut back without any 
real hurt to the consumer. In your view is there 
an excess element of cost in the servicing? 

COMMISSIONER COUVRETTE: That is what 
I meant. 

MR. RANDS: I think, Dr. Stewart, I would 
have to go back to what I said before, that, not 
having any knowledge of what is charged in there, 

I couldn't very well express an opinion, only on the 
grounds that I can say that if an article is not 

in an attractive package, and is put beside one 

that is attractive, that Mrs. Housewife will pick 
up the attractive one. It seems to me the eyes 
decide what the consumer wants maybe more than her 
stomach. It may be the cost of promoting that 
article, because it is fancy, is more than the one 
that is dull, but IL venture to say the dull one 


will be a "dodo" on the shelves of the retailer. 
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Does that more or less answer the question? 

THE CHAIRMAN: You are not prepared to say 
there are any such costs? 

MR. RANDS: No, I am not. 

COMMISSIONER WALTON: On page 11, at your 
second last paragraph you say, "The simple fact is 


that lotteries, give-aways, prize draws and similar 


things ..." -- and I suggest coupons that are redeemed 
in the store -- "... in most instances, are substitutes 
for a reduction in price": It would be your feeling 


that this type of thing, in effect, does add to the 
cost of the retailer? Just the redeeming of 
coupons alone takes time. 

MR. RANDS: Oh, yes. 

COMMISSIONER WALTON: And that would be 
a cest? 

MR. RANDS: Yes. 

COMMISSIONER WALTON: And if that were 
eliminated it would be a benefit? 

MR. RANDS: I am not sure that is what 
we were discussing before, but in this case I would 
have to agree wholeheartedly that is a cost to the 
c onsumer. 

COMMISSIONER WALTON: It is not really a 
service, but it is one of the persuaders? 

MR. RANDS: Yes, it is definitely a 
persuader. 

COMMISSIONER DRUMMOND: You mention at 
the bottom of page 2 the fact that hourly earnings 


of workers -- and this is a report from the Agricultural 
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rose more than three times. During the same period 
unit labour costs rose only 2.3 times, and you add, 
"This shows a pronounced rise in worker productivity." 
The figures stated there made me wonder whether the 
word "pronounced" rise is the correct one? 

MR. RANDS: This is a quotation from the 
department; in other words, inferring that in 
Canada I would think the same thing was in vogue. 


| TELE IT@) 
Marketing Service Bulletin in the United States -- 


COMMISSIONER DRUMMOND: Yes, the actual 


| earnings went up three times, and the unit labour 
costs went up 2.3 times, and that would suggest to 
me that the worker productivity did not rise by 
more than .7 times? 

MR. RANDS: Quite right. 
COMMISSIONER DRUMMOND: Is that right? 


MR. RANDS: That is right. 


| COMMISSIONER DRUMMOND: And you consider 
| that is a pronounced rise? 

| MA RANDSH P'rdern' ob  partleularly, * = 
took this statistical report of the U.S.A. govern- 
| ment -- and by the way, it is the only American 
figures we have quoted. We have tried as much 


as we could to get Canadian figures. In this 


case we could not, and we wanted to actually 


wanted something to show labour had done something 
here, 
COMMISSIONER DRUMMOND: Near the bottom 


give a labour view on what had happened, and we 
of the third page, you refer to the fact that food 
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stores in general are rapidly curtailing their credit 
and delivery services, and that they are undertaking 
the self-service idea: Would you say this means 
that the so-called special advantages of the inde- 
pendent retail store are, to that extent, being lost 
or disappearing? 

MR. TRANDS 3) No gL would: nob isay 0 aL 
Still think in the smaller store you get some at- 
tention that you don't get in the larger store. 

But, competitively, we are meeting the challenge. 
That is what it means. 

COMMISSIONER DRUMMOND: But to the degree 
it is commonly stated that one of the real com- 
petitive advantages of the independent store 
vis-a-vis the supermarket is that the independent 
Still offers delivery service and, in many cases, 
Seedi Tesenyvice: 

MR. RANDS: I would think so. 

MR. POOLE: Our store was established in 
1895, and we have gradually come across until we are 
operating just like a chain store as much as possible, 
and I don't think we have lost anything by dropping 
telephone service, charge accounts and delivery 
service. We have none of those services, and our 
business has increased. 

COMMISSIONER DRUMMOND: In other words, 
you gained rather than lost? 

MR. POOLE: We have definitely gained, 
because that service is not asked for by many people, 


with so many cars and night shopping; the customer 
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does not want that service, 

COMMISSIONER DRUMMOND: So, the cltering 
of these services is no longer a worth while com- 
petitive weapon? 

MR. POOLE: In my opinion. 

COMMISSIONER DRUMMOND: An interesting 
statement at the middle of page 4 where you say, 
"Thus, in times of low national income spread 
narrows. During buoyant times direct farm to 
consumer sales decline in importance.": Just 
taking that statement by itself, would suggest you 
feel that in hard times, times of low national 
income, many of the things you have discussed else- 
where in the brief -- many of the costs simply 
would not be incurred, and the consumer would not 
pay for many of these things, and, consequently, 
that automatically would reduce the spread? 

MR. RANDS: Yes. 

COMMISSIONER DRUMMOND: In the opposite 
type of period, the reverse of this would be So? 

MR. RANDS: That is right; that is the 
way we feel. 


COMMISSIONER DRUMMOND: Which would suggest 


a 
ST 
a 
OT 


that the overall factor, in your opinion, which 
causes this widening of the spread is simply real 
good times? 

MR. RANDS: Yes. 

COMMISSIONER DRUMMOND: You speak of the 
cost ef living index, and I want to make sure z 


understand your comments here: Would it be correct 
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to say that you feel that the price index as presently 
calculated by the D.B.S. simply does not include 
enough commodities to give you a truly representative 


sample? 

MR. RANDS: Yes, because there are 6,000 
items at least the consumer can buy, and there is 
only a very small percentage -- may be 7 per cent or 
8 per cents; I am not sure what number they take now. 
It may be more than that. I noticed yesterday in 
the brief of the Packinghouse Workers that they said 
60, but TF could not say if that ie right or nov. 
However, obviously it is a very small portion of what 
Mrs. Consumer can buy, which is put in front of her, 
and she is there to pick them. If she was only 
buying those items, that would be different, but, 
as you know, when you go to a store, you buy the things 
that are not on the cost of living index and, con- 
sequently, I feel it can only show the trend in the 
articles that are used and not the other 5,000. 

COMMISSIONER DRUMMOND: My only comment 
to this point, is that the Bureau in making its 
selection of commodities does make a special attempt 
to select those commodities and that number of 
commodities which will provide, in their opinion, 

a representative picture. 

MR. RANDS: Yes. 

COMMISSIONER DRUMMOND: You feel that that 
has not been achieved? 

MR. RANDS: That is right -- pardon me: 


we are not criticizing the work done by the D.B.S. 
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in that particular thing, because we think they have 
done a pretty good job, but we feel it does not meet 
the position. 

COMMISSIONER DRUMMOND: You say at the 
bottom of the page that by intelligent shopping 
the consumer can buy her food requirements today 
at prices which are not higher than a year ago, 
but isn't it true that they are higher than they 


were 10 years ago? 


wre ee 


: habit 


phe Reds, aeetcew Sxyeoed ALN ‘spiiuetrtog Sand am.) 


so Steog ett . 


| Aven You es0h te-lyet sw dec . or Reggae 
| aid to aia Gov <cMOmwNITG AaNSTRAENMDD 

| armkardais Iregil lect yo Sec? sge6 ahh Taiugergen 
weSot otteinseticot Soot! wert yud wip gener ene 
| ,418 tee u meld  cietd Jon ate gabe eeekee ge 
[ 


. cone sid retigli sn Yet osdt oot Seger eee 


| . Ost etetg ol sree 


oo 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Wb 


MR. RANDS: I was not in a position to get 
figures, I was hopeful that I could, but we simply 
could not get the figures to produce, and we wished 
to have those. T would think that no, she could 
not buy them. That would be a personal observation, 
that [ do not think she can. 

COMMISSIONER DRUMMOND: Now, this intelligent 
shopping, that might cover quite a pit of territory, 
she can get what you call her food requirements, 
put this term "food requirements" might have been 
completely coincident with this whole matter that 
you have emphasized elsewhere, the posslpLLicy OF 
getting processed products, pre-cooked packages 
and so forth, can she get all things, or would you 
consider those would -be part of the overall require- 
ments? 

MR. RANDS: You see on Exhibit A we say 
such items as chocolate cake mix, corn flakes, 
instant coffee, cake and pastry flour, we say 
she had so much cheese, skimmed milk, things like 
that. Detergent powders and canned soups and beans 
and frozen fish and strawberries and so forth. It 
was an independent survey, and we did not ask them 
what to take or how to do it, we said that we 
wanted to know what the position is, and you just 
take approximately 100 lines, and you pick them up 
as a housewife, and then just put them out this 
way. If the Commission would like, we can provide 
you with a copy of a pricing survey which shows 


all the items which are carried in chain stores in 
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the Toronto and metropolitan area. I think we can 
provide you with that if you wish to further delve 

into the statement we have made. It is an independent 
survey. 

COMMISSIONER DRUMMOND: I might be inclined 
to agree that the consumer by judicious shopping 
could actually get her food requirements, meaning 
thereby her requirements as a nutritionist suggests 
the requirements are. It may not be what a typical 
or average consumer today regards as their usual 
requirements, her requirements in the way of wide 
ehoice. 

MR. RANDS: I tnink I have to agree with 
you. 

COMMISSIONER DRUMMOND: Well, I am afraid 
there is not enough time to ask very much more, but 
you mention on page 6 different things, and particularly 
you mention the fact that the distributing industry 
built prosperity and new markets with these techniques, 
that is speaking of quality control and research. 

Down near the bottom you say there are perhaps 
limits to how far industry research can make in- 
roads on the traditional farm markets. If you 
are going to make inroads on these markets, what 
does that mean? 

MR. RANDS: In other words, start selling 
items in bulk, the old manner. We now process them 
and sell them in highly processed forms to the consumer. 

COMMISSIONER DRUMMOND: You are substituting 


food in new forms for food in old forms? 
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MR. RANDS: That is right. 

COMMISSIONER DRUMMOND: You do not mean to 
Suggest you are in any way reducing the total? 

MR. RANDS: Oh, no. 

COMMISSIONER DRUMMOND: At the bottom of 
page 9 you are speaking of the various types of 
taxes, you include corporation and personal income 
taxes there. Would it not be fair to say that 
during the last several years there has been very 
little, if any, increases in corporation and personal 
income tax rates? 

MR. RANDS: Yes, I believe you are right. 

COMMISSIONER DRUMMOND: To that extent, you 
might perhaps eliminate those from this list. 

MR. RANDS: As the cost of a wide spread -- 
in other words, in 1951 we were doing the same thing -- 
yes, perhaps. 

COMMISSIONER DRUMMOND: I should like to 
have had some further proof, as it were, of the state- 
ment you are making near the middle of page 10, the 
statement that you believe this to be far from the 
facts, in other words, that price competition is 
rather a rare article. 

MR. RANDS: I believe we can leave with 
you some newspaper clippings from the province of 
Quebec and some from Ontario which I believe will 
prove the fact. I will leave that with Mr. Dawson 
if you would like them. 

COMMISSIONER DRUMMOND: Very well. The 


other question I would like to leave with you arises 
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out of your statement at the bottom of page 10 where 
you say competition requires competitors, and, of 
course, you are thinking of competitors as a large 
number of independent retailers? 

MR. RANDS: That is right, sir. 

COMMISSIONER DRUMMOND: And the implication 
is that as long as they are there they will provine 
competition, worth while competition which would 
not otherwise exist? 

MR. RANDS: Right. 

COMMISSIONER DRUMMOND: Now, in view of 
the very large part played by the big non-independent 
retailers, the question I am simply going to leave 
with you is, do you think that the independent 
retailer, even though they are numerous, can provide 
really significant price competition? 

MR. RANDS: Yes, I do, oh yes, I think 
you could ask my two associates here, and they will 
agree with me. I would irrevocably say so. 

COMMISSIONER DRUMMOND: I hope you are 
right. 

MR. RANDS: I think they are doing so. 

THE CHAIRMAN: It seems to me, Mr. Rands, 
there is a typographical error on page 10, which 
you might change. Am I not correct in supposing 
that the figure which reads 3 million should be 
had ead ON Rel a 

MR. RANDS: Yes, it should be 8 billion. 

THE CHAIRMAN: Thank you very much, we 


appreciate your preparation of this brief, and 
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your coming here today. 


MR. RANDS: Thank you, sir. 
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Submission of 
THE 


PREPARED BREAKFAST FOOD SECTION OF 
THE QUAKER OATS COMPANY OF CANADA LIMITED 


Appearances: 
Mr. J. G. Wharry President 


Mr. Bell 


THE CHAIRMAN: We are to hear now from 
The Quaker Oats Company of Canada Limited. We have 
present with us Mr, J. G. Wharry and I think with you 
is Mr. Bell. 
MR. WHARRY: Yes, Mr. Chairman. 
THE CHAIRMAN: We would feel more comfortable 
if you sat down. 
MR, WHARRY: Thank you very much, Did 
you want me to read our brief? 
THE CHAIRMAN: Yes, please. 
-~--EXHIBIT NO. 384: Submission of The Prepared 
Breakfast Food Section of 
The Cuaker Oats Company of 
Canada, Limited. 
MR. WHARRY: Mr. Chairman and Commissioners: 
The invitation to appear before you is appreciated and 
we hope we are successful in giving some pertinent in- 
formation. 
Our Company: The Guaker Oats Company of 
Canada Limited is a wholly owned subsidiary of The 
Cuaker Oats Company (the parent company) whose head-~ 


quarters are in Chicago, Illinois. we operated in 
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in Canada as a branch of the parent company from 1902 
until 1943 when we were incorporated as The Quaker 
Oats Company of Canada Limited. The parent company 
operates plants in England, Europe, South America 
Countries, Mexico, United States and Canada. Research 
for all Quaker plants is carried on at our large Re- 
search Laboratories in Barrington, Illinois. 

The parent company's business is quite diver- 
sified, but our business in Canada is confined to pre- 
pared breakfast cereals, certain uncooked cereals, manu- 
factured feeds, pet foods, flour and poultry processing. 
We operate five plants in Canada -- Peterborough, 
Ontario; Saskatoon, Saskatchewan; Trenton, Ontario; 
Brampton, Ontario, and St. Jerome, Quebec. 

Since we were asked to submit our brief on 
prepared breakfast foods, I will confine our remarks 
to the following list of prepared breakfast foods which 


we manufacture. 


Peter Pan Puffed Wheat 13 qt. size 
Peter Pan Puffed Wheat 8 qt. size 
Peter Pan Puffed wheat 

with tumbler 8 qt. size 
Quaker Puffed ‘heat 4 oz size 
Guaker Puffed Wheat 6 oz. size 
Cuaker Puffed Rice 6-1/2 oz. size 
Cuaker Puffed Rice 4-5/8 oz. size 
Guaker Corn Flakes 8 oz size 
Quaker Corn Flakes 12 oz. size 
Quaker Muffets Shredded 

Wheat Biscuit 9 oz. size 
Cuaker Pack-O-Ten assorted pack 
individuals 


Quaker's Views of Canadian Food Business: 


Grocery Products move from the manufacturers in carload 
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or truckload quantities to wholesale grocers and 
regional chain store headquarters. Until recent years, 
all grocery products were moved by the railroads, but 
now trucks are competitive and in many cases give as 
low or lower rates than the rails and guarantee over- 
night service. 

The wholesale or regional chain distributes 
grocery products to the individual stores or units 
located in their district. In recent years, some 
wholesalers operate on a cash and carry basis, where 
the retailer picks up his goods at the central ware- 
house and performs his own cartage. 

The Food Manufacturer: The food business 
in Canada is an ever-changing business and to merit 
the confidence of the consumer in its products, the 
manufacturer must change with the times and anticipate 
changes and trends. 

Due to high costs of packaging machinery, 
the intricacies of manufacture and Canada's scattered 
population, it is impossible to strategically locate 
plants for all separate parts of Canada, so manu- 
facturing of such products as prepared cereals is 
centralized by Cuaker in one plant, which is located 
at Peterborough, Ontario. 

Varying climatic conditions from areas of 
high humidity in the coastal points to the cold areas 
in the north and the mild areas in southwestern 
Ontario adds to the complexity of packaging, because 
we always must be conscious of making our products 


available fresh and acceptable to the consumer. 
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Our research laboratory has spent large sums 
of money in research to make the finest products pos- 
sible and then make sure they are packaged to withstand 
long freight hauls, varying climatic conditions and 
periods of time, 

Methods of Distribution: (A) The Whole- 
saler: The wholesale grocer has been the backbone of 
food distribution throughout Canada. They accept 
shipment from the food manufacturer in carload or 
assorted carload shipments to keep freight costs at 
a minimum and then they distribute in smaller quanti- 
ties to the retailers located in their particular area, 
Competition amongst wholesalers has necessitated intro- 
duction of modern methods of warehousing and mer- 
chandising,. Many wholesalers are now sponsoring 
voluntary chain retail outlets and instructing these 
retailers in all phases of modern merchandising. 

(B) The Retailer: The retailer, either 
independent or part of a voluntary chain, is the last 
step in distribution to a very discriminating public. 
One has only to travel in other countries to appreciate 
the high class of retailers serving Canadians. 

(C) Corporate Chains: Corporate chains 
are fast blanketing Canada and their modern stores, as 
well as merchandising “know-how' has given the con- 
sumer a further opportunity to compare values and 
quality of food products. 

Competition amongst retail channels of dis- 
tribution has brought about a whole new concept in 


shopping, In “self-service stores’ a shopper has an 
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opportunity to make choices between many brands and 
varieties of foods. The product, through packaging, 
must tell its story clearly and quickly to attract 
shoppers! attention. This has led to more descrip- 
tive and better branding, better packaging to pre- 
serve the quality of the product and convenient package 
sizes for various sized families. 

Advertising, Merchandising and Promotion: 
Any package food business didn't just happen. ic 
grew in volume by the accumulative efforts of well 
planned steps in the introduction and sales promotion 
of quality products. We must always strive for a 
larger volume with a resultant lowering unit cost, 
otherwise we cannot honestly claim a share of the 
food dollar, The consumer must feel friendly toward 
our products, otherwise competitive food products fill 
the food basket, volume drops, costs increase and we 
fail to justify shelf position in the retail outlets. 
The mortality rate of new products is high because 
mistakes are made along the line in not properly tell- 
ing the product story to the consumer. 

We advertise through daily newspapers 
and sometimes use magazines. We also use radio and 
TV. Advertising costs per inch or per minute have 
increased in recent years and we must make sure our 
advertising dollar is carefully spent to do the 
most good, commensurate with the potential market 
and anticipated volume. Market research is em- 
ployed to give us these answers and we rely strongly 


on this scientific research to help chart our course, 
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Our prepared cereals not only compete with all 
other prepared cereals, but also with so-called hot 
or uncooked cereals such as Quaker Oats. Prepared 
breakfast cereals also compete with a multitude of 
other products such as Aunt Jemima Pancakes, toast, 
fruit juices, fresh fruit, fish, bacon, eggs, jams, 
etc. Unfortunately, for the manufacturer of pre- 
pared breakfast foods, many thousands of commuters 
still erroneously think of toast and coffee as an 
adequate breakfast. 

Through our cereal advertising, we create 
a very sizable demand for milk, cream and sugar, as 
well as fresh fruits in season, thus giving many 
other farm products a real boost in volume. A good 
cereal with milk and cream and fresh fruit is a truly 
tempting and nourishing dish. 

In the late twenties and early thirties, we 
tried various means of popularizing our prepared 
cereals. In addition to using traditional newspaper 
and magazine advertising, we sampled the consumer 
generously and offered free deals to the trade such as 
one case free with five and one case free with ten, 

This only had the effect of pyramiding 
mill shipments in the warm months of the year, which 


then resulted in factory shut-downs and lay-off of 


labour force. Our prepared breakfast foods, unlike 
some other products -- I emphasize this, then repeat 
it -- do not improve with age and the consumer demand 


soon reflected our errors. 


We appealed to scientific consumer research 
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for the answer and it was recommended we use adult and 
children's premiums as well as package back cut-outs 

to create a continuing demand for our products chrough- 
out the year, We accepted the findings of consumer 
research and entered into this new era of sales pro- 
motion. It became almost immediately evident we were 
on the right crack. Our shipments of prepared 
cereals increased and the quarterly mill shipments 


broke out as follows: 


lst quarter 19,97. 
2nd quarter 26 4% 
3rd quarter Pre PAVATE 
4th quarter 252 fe 
General Remarks: Our Company in 1937 


introduced certain fringe benefits for our employees, 
including a pension plan and a guaranteed work plan, 
both of which were revolutionary in our industry at 
that time, It might also be noted this was done many 
years before our plant was unionized. 

Transportation costs, according to infor- 
mation supplied by the Canadian Industrial League, have 
advanced over 80 per cent on prepared cereals, 

Packaging costs from 1949 to 1957 have ad- 
vanced approximately 52 per cent. 

Wages and fringe benefits have increased 
approximately 56 per cent. 

Our prices on two typical prepared cereals 
-- Quaker Puffed Wheat and Quaker Muffets Shredded 


Jheat Biscuits -- have changed in price as below: 
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Cuaker Puffed 
Wheat - 4 oz. Cuaker Muffets 
1949 100 100 
1950 115 105 
1951 124 121 
1952 124 121 
1953 124 128 
1954 135 128 
1955 135 128 
1956 134 136 
1957 134 143 


For many years we have supported a Wheat 
Research Project through the Ontario Agricultural 
College at Guelph, Cntario, to procure better strains 
of Ontario “inter wheat for processing. We have 
encouraged the growing of this better grade of Ontario 
Winter Wheat in our local mill district by purchasing 
carloads of registered seed, which were resold to the 
farmers in the Peterborough District at our cost price, 
Nhen the wheat was harvested, we paid local farmers a 
premium for wheat, white in colour and of good test 
weight, to encourage the continued programme of 
growing a better quality wheat for our products. 
Conclusion: The prepared cereal industry 
is extremely competitive and, since sales of all pre- 
pared cereals account for not more than one per cent 
of the total Canadian food sales, we do not feel the 
prepared cereals have had any great effect on the 
economy of the country. 
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to compete in manufacturing, merchandising, promoting, 
packaging and selling, which we feel should be defended 
rather than attacked, 

In the last generation, there has been a 
tremendous upgrading in consumer demands and this has 
been accomplished at a very modest cost to the con- 
sumer, 

The great majority of these changes have 
taken place at the processing and distributing level 
and it is for this reason that these segments of the 
industry have accounted for an increasing share of the 
consumer's food dollar. The most significant ad- 
vances have been in such things as transportation, 
refrigeration storage, high quality standards, more 
convenient packaging, new or improved consumer pro- 
ducts and greater variety. I feel our industry has 
kept pace with the times and has given the consumer a 
wide variety of products frem which to choose the 
daily sustenance at a very modest increase in price over 
the 1949 level. 

THE CHAIRMAN: Thank you very much, Mr. 
Wharry. 

COMMISSIONER WALTON: Perhaps I might just 
ask one question which occurs to me. On page 2 you 
listed your type of products with the various sizes. 

We have had two or three briefs presented to us where 
they have said it is very difficult for the customer 
in trying to evaluate her expenditures to find out what 
was the best value by reason of these odd weights. I 


notice you have a 4-5/8 ounce size. Can you tell me 
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is that because of a standard package? 

MR. WHARRY: I would be very glad to answer 
that, Mrs. Walton. Food packaging machinery costs a 
lot of money. It is very expensive and if we have 
a standard line or packaging certain contents -- let 
us refer to corn flakes. If we have a package line 
with all the machines chat will take that package 
then before we put in other machinery to get just 
the exact ounce we will take the product, another 
product, and put it into a package, that same size 
package, and use that same machinery to make the same 
size package. Unfortunately, with certain products 
the weight will differ. For instance, puffed rice 
will be heavier than puffed wheat, and corn flakes 
will vary again, but there are certain products we 
would like to bring out today. For instance, we 
would like to come out with another size of corn 
flakes but we can't do it because the package machinery 
co bring out that one line of corn flakes would cost 
us in the neighbourhood of $100,000. 

We look at the potential volume we could get 
against the big fellow; we can't get enough volume to 
warrant that so we have to stay out of the market, and 
the only way we can get into the market with something 
is to use the type of machinery that we have. That is 
why we have this 4-5/8 ounces. We don't like to put 
it out but we might, if we squeeze a little harder, 
get 11/16 ounces which would even be worse. We don't 
want to confuse the consumer with differences in the 


Sizes of the food. She can see it is in the size of 
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the package. 

COMMISSIONER WALTON: Where you are using 
the same packaging, it is an economy to you because 
you are able to use the equipment and just put a 
different name on it and a different product inside? 

MR. WHARRY: That is correct. 

COMMISSIONER MARTIN: Well, we have heard 
a lot in these past days about advertising and you 
say on page 6, at the bottom, that you make sure that 
your advertising dollar is carefully spent to do the 
most good, Is it good for the producer, the consumer 
or the company, or for all three? 

MR. WHARRY: All three. 

COMMISSIONER KIDD: On page 8,some of 
your typical products -- I have one or two questions 
there. You have given us an index of price changes 
in these two products from 1949 to 1957. I may say 
this pattern has been true of briefs of other com- 
panies' products who have been before us and the 
pattern is that the price increased more than the 
general food index. In 1957 the general food index 
was around 120 to 122, whereas Quaker puffed wheat 
was 134 and Quaker muffets was 143. Why did these 
prices increase faster than the general food index? 

MR. WHARRY: Mr. Kidd, I am sorry. L 
can't answer you. 

COMMISSIONER KIDD: Can you tell us why the 
major increase in Quaker puffed wheat came in 1954 
which was, as we all know, a poor business year. Ic 


went from 124 to 135. 
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MR. WHARRY: I will say this, that I could 
not without going back and looking at the figures. 
I can get that information for you but I am not sure. 
Back in 1950, let me put it, from 1950 to 1953 it 
went up from 115 to 124. It went up nine. Now, it 
might have been that we got behind the times. 
COMMISSIONER KIDD: Well, the next year it 
went up another nine? 
MR. WHARRY: That is: rignt. It may have 
been that is when we finally pulled our socks up. 
I shouldn't put it that way. We got behind with 
our margin that we thought we should have. Maybe 
we got where we were not making any profit because 
we are reluctant to go up and dow every month in 
the case of cereals. Sometimes we hold it down as 
long as we can and when certain costs start to pyramid 


that is when we have to start to take action. 
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COMMISSIONER KIDD: if-you"ean vy recalt 
on puffed wheat, how do you account for the very 
rapid increase on muffets in the past two years -- 
1956 and 1957? 

MR. WHARRY: I will answer the same as before: 

Muffets maybe got to the place where we were reluctant 
to change the price, and we got down to very little, 
Pe ony, “MArein Of. 1G% 

COMMISSIONER KIDD: There are a number of 
interesting points here, but one thing is that any 
major increases each time came in business recession 
years? 

MR. WHARRY: Let me put it this way: A 
business recession year is not necessarily a business 
recession in the food business. 

COMMISSIONER KIDD: Well, we have heard 

evidence to that effect too. 

MR. WHARRY: We haven't experienced a 
recession yet. 

COMMISSIONER KIDD: You haven't experienced 
a recession? 

MR. WHARRYS* No, sir. 

COMMISSIONER KIDD: Demand has remained 
good? 

MR. WHARRY: Yes, sir, except for export. 
I am referring to the domestic market. 

COMMISSIONER KIDD: Was there any major 
rise in the cost of the raw materials in this period 
under review? 


MR. WHARRY: I cannot answer that. I will 
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be glad to get that information for you, but I cannot 
answer it now. 

THE CHAIRMAN: In a more general way, it 
4g interesting that in the Last four years the puffed 
wheat prices have remained about the same, and your 
muffets have risen in the last three years: Is there 
any simple explanation of this -- why muffins should 
go up, and puffed wheat should remain the same? 

MR. WHARRY: Puffed wheat in a package -- 
I almost hesitate to say this with the press here, 
but nevertheless I am going to: Puffed wheat in a 
package has been subjected to extreme competition 
from other similar foods dressed up better. I am 
referring to the competitor who takes puffed wheat -- 
a competitor -- and puts it in a better package than 
we have, with aluminum foil, and he adds honey to 
it or maple syrup -- not maple syrup, but he adds 
honey, or a lot of other things. That has really 
cut in on our business, on the regular type of puffed 
wheat. True, the competing product will sell at a 
higher price, but in our pricing process I suppose 
we recognized that, and we have taken a licking 
in trying to help our price to see if we could not 
hold some of that market, because we were not in a 
position to go out with this different sized pack- 
age, with honey, or something else. As a matter of 
fact, five years ago we tried it, to our bitter sorrow. 
We came out with puffed wheat in a simple package, 
and we decided to put it into the cheapest package 


we could at that time, and we put it in a cellophane 
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| aed 
bag, and we came out with it. Now, it did get 
hard -- just a little bit -- but all you had to do 

was crunch it up, but the consumers said, "We don't 
want it". The retailer found that the cellophane -- 
whether it was the cellophane -- and I should not 

speak about a product, and I hope this is not 

and the retailer complained, and, in the final analysis, 
we got back more sugar coated wheat than we had 

shipped out. There is a typical example of coming 


ti 


quoted -- the cellophane broke on the package, 
out with a product where we said, We will package 
it cheaply, and not get in expensive packaging 
machinery. We will put it out cheaply, and in 
such a form that they can see it." But, the brand 
that took over that market, was a brand that you 
could not see; it had an aluminum liner, and this 
that and the other thing, and we passed out of the 
picture because we got puffed wheat back -- that 
is what happened to us. We have felt the competition 
from this other with our plain puffed wheat and 
plain puifed rice, 

COMMISSIONER KIDD: Why do you think in 
the breakfast food industry there has been this 
general rise, which has been much greater than the 
rise in the general food index? 

MR. WHARRY: I suppose --I have covered 
some of them here: Our packaging costs have gone up, 
the increase in the cost of buying a page of ad- 
vertising, and the increase in the cost of buying 


a TV show. 
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COMMISSIONER KIDD: This L8 Clenu. sGross 
the industry? 

MR. WHARRY: Yes, that is right. 

COMMISSIONER KIDD: So, promotional campaigns 
are one point in the cost? 

MR. WHARRY: That is right. 


COMMISSIONER KIDD: Supposing one company 


was able to follow the line you have just mentioned 
there, and sell more of its product, and as the 
demand rose, its price rose: Would that provide 
an umbrella for all other breakfast food companies 
to bring their prices up too? 

MR..WHARRY: I don't think we are concerned 
with any umbrella. We have got our own peculiar 
Gypes sor cereals. We have got a round biscuit 
and somebody else has a long biscuit, and somebody 
puts it out in the form of the letters of the alphabet, 
and somebody else some other way. We all have a 
different approach. In the puffed wheat business 
you can buy it in bags, or bushel baskets, I think, 
in Western Canada. You can buy it any way you want 
to buy it, and as far as an umbrella is concerned, 
if we don't put out something the consumer can take 
away, then we are out of the picture. We have our 
own umbrella, and sometimes it leaks. 

COMMISSIONER KIDD: What is the proportion 
of the sales dollar used up in labour costs and 
the proportion used up in promotional advertising 
campaigns? 


MR. WHARRY: I think we have covered that 
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in this question and answer. I would say, subject 
to correction, that it is covered. We submitted two 
briefs: One that has all this pertinent information 
in it, and I would say that our labour costs are 
greater than our promotional costs. 

COMMISSIONER KIDD: You could not give us 
a figure off hand? 

MR. WHARRY: No, I am sorry, I cannot. 

COMMISSIONER KIDD: Would promotional 
costs be 12 per cent, as someone else indicated in 
their submission? 

MR. WHARRY: No, ours would not be 12 
per cent. 

COMMISSIONER KIDD: Your labour costs more 
than 12 per cent? 

MR. WHARRY: Yes, in prepared cereals. 

COMMISSIONER KIDD: How much more? 

MR. WHARRY: Well, as I said previously -- 


jes 


no, I am sorry, I can't answer that. I would not 
want to say that directly. I have a feeling that 
it is, but I would not want to answer that directly. 
What do you say about that, Mr. Bell? 
MR. BELL: I would rather look it up. 
COMMISSIONER KIDD: We have heard quite 
afew comments on the effect of the increasing labour 
costs on prices: Do you think the increasing labour 
costs have been transferred into effective demand 
for products as well; in other words, what do you 


think of the increasing wages that are being paid 


as a factor in the market for your product? 
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MR. WHARRY: T will just take the matter 
of wages: We believe the people in our industry 
should be paid well, and we do pay them well. As 
I said in my brief -- and I want to emphasize 
that -- we were one of the first companies in the 


Dominion of Canada to put in pensions and a guaranteed 


Sk ea eS Se ee ee oe Hine ae 


work week. 

COMMISSIONER KIDD: Do I detect a note of 
sorrow that you didn't put them in before the unions 
came in? 

MR. WHARRY: No, it was a matter of pride, 
because I think there are certain companies today 
where things like that have happened after the 
unions came in. I am proud of the fact we did 
it before they came in. 

COMMISSIONER KIDD: What about this demand 
I was talking about -- the increasing level of 
wages as a factor on the increasing demand for 
your products? 

MR. WHARRY: I don't quite follow. 

COMMISSIONER KIDD: Let us put it this 
way: There have been quite a few complaints from 
various employers groups before us as to the rising 
wage cost factor, but I am wondering if that same 
rising factor has not, in fact, been the great 
reason why the demand for food products has in- 
creased to the extent it has in the past 10 or 
15 years? 

MR. WHARRY: I don't think there is any 


doubt about it. I don't think there is any doubt that 
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the two go together. You wilt notice in-our *prief 
we have not complained about the rising costs of 
labour. Maybe we are singular in that respect, 

but we have not. The same as everybody in this 
room, we want to get good wages, and we want to get 
good salaries, and to eat a little higher on the 
hog. 

COMMISSIONER KIDD: But you are not going 
to ery about it? 

MRYOWHARRY 9 NNoyGnos at allywl thinkwit is 
wonderful. I am not crying a bit about it. 

COMMISSIONER KIDD: I didn't think you 
would. 

MR. WHARRY: JI think I am a good example 
of somebody who enjoys food. Tomight also add 
this, that when I left home last night, my wife 
happened to be away, and I was getting some food 
for my boy, and he said, "Por goodness sake, don't 
you try. Get me one of those TV Swanson's dinners 
out of the 'frig.” Years ago he would never have 
heard of that, but he said, "T can't even make a 
sandwich." Now, my wife is connected with the 
Children's Aid Society and several other things, and 
she has a daughter who has just had a child out in 
Alberta, and she is not at home very much, and if 
the young lad and I didn't have the advantage of 
some of these prepared foods, I wouldn't look this 
way. What do you say, Mrs. Walton? 

COMMISSIONER WALTON: I think you ought 


to leave some of them in the refrigerator. 
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COMMISSIONER DRUMMOND: This relates to 
the question Mr. Kidd was asking a moment ago, but 

IT am not asking for any specific figures at all, 
but simply for a general answer. Would it be true 
that with your particular products, packaging costs 
and promotional costs would be larger factors in 
your total costs, than would be true of most food 
products? 

MR. WHARRY: Well "most food products"? 
When you combine the two together -- when you say 
packaging and promotion -- 

COMMISSIONER DRUMMOND: You see, the reason 
I put "most" in there, is that Mr. Kidd asked you 
fovexplain, if yotscould, why the increase in the 
price of your products was greater than that of 
all foods in general, and I am trying to find an 
explanation, and I am wondering if the combined 
costs of packaging and promotion in your case is 
higher than that of the average for foods? 

MR. WHARRY: I would say in relation to 
the average of all food products, I would say -- 
taken as an average. When you talk about packaging 
potatoes, for example, that would be one thing, 
or packaging peas; that is a pretty broad question, 
and I will answer it as broadly, and say yes, 
without having a full breakdown before me. 

COMMISSIONER DRUMMOND: The chairman has 
already dealt with what I think is a very important 
question, and you have explained why the price of 


muffets has risen faster and more than that of puffed 
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wheat, and I am especially interested, because I 
definitely prefer the muffets. 

MR. WHARRY: Thank you very much. 

COMMISSIONER DRUMMOND: My only objection 
is that I cannot get them every place I eat. On 
page 6 there is one general question: You state 
in the second paragraph that prepared cereals have 
to compete with a long list of things for breakfast? 

MR. WHARRY: Yes. 

COMMISSIONER DRUMMOND: In the next para- 
graph you say that you help to expand the demand 
for farm products, because sugar and cream and so 
forth are used on the cereals. To the extent that 
you win out in this competition -- that is, that 
your products win out in this competition with 
fish and bacon and eggs and so forth, do you not 


thereby reduce the demand for all those farm products? 
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MR. WHARRY: That is a very good question. 
I think this, with the traditional ready-to-eat 
cereal, the people who eat ready-to-eat cereal in 
the morning, I think are generally the people who 
move fairly fast, and they have not the time. 

COMMISSIONER DRUMMOND: That is me. 

MR. WHARRY: To cook bacon and eggs or 
have somebody cook bacon and eggs, so they will just 
Slip on a few sliced peaches or some raspberries or 
something like that. That is what I think. A lot 
of boys today will not take time in the mornings 
going to school to eat something, and the others, 

I think it is a question of timing and a question of 
| the days we live in. On the other hand, we revert 


back and forth. I know in my own case I revert for 


| 
variety. 
COMMISSIONER DRUMMOND: Just one further 
| point: In regard to the official records, the per 
capita consumption of cereals as a group has been 
definitely going down in recent years, particularly 
| Since the war. In view of that, since you are 
| Producing and selling cereal products, I am wondering 
if this does not mean that in order to maintain, 
to say nothing about extending your sales, you have 
not got to incur continually higher promotional and 
advertising costs? 
MR. WHARRY: Not necessarily. What we have 
done is, if we look at a business that is going to 
take increasing promotional costs to stay in the busineds 


to the place where we think it would be uneconomic 


~ ie 


gitay bRe AD R22 vA Ne. 


ara s Pea ers 


Pea agds eet Saas shonws ere ies 

se ie wal . eu 
a peer 4 SERS ALN ae Set yfgoog Bsys 
een # eerie gin ~¥ Pigla cee at a fe wtsd z 
Oil Beit hort Bug % cent li a tReet vet 


SARL sera 


ake O08 Acces Jaco 0% =HOGAINAE 


am Lobe pail 95 (Apo bie e006 ooh bod 


eat 


: - . ore > 
LA ERRe. GINA gaineut, 220tLe Sol mae 


; goal, arse. hie sete ee ‘an daelt Syeet tri? 


mepulzcaiy this Ge amba: onkge! 20m: Se tea eee 


Ltedio oct: one: egerteie ! moa. T28°o ‘obtipe oO antog 
Toe tees 2 OeiGe stdin iy. dotaeale 1 et 3% ‘Foes 4 | 


. ba 8, 
. : = 02 tes 
» a ale E i sh" > * wae ‘ oe 
joovotr wc, .baetrute sds Uh el ee ae rsh edz 
EOE Ss Fors Se oe nice to os, =n 
. ‘alls ‘ wy te Be 


hover iywese Mop at wom?’ MoO Bret toi 


‘ ‘ é rer . y Ne: ¥ 
aH * spay GOUGs. < “GHP SA Al i ee ay ie <taniia” 
ono” ae ee Tae 7 
a ay, 
you taig. welyrooes.. latokrin Sihe os PWishst at tyatog Wy 
eeyur Es Be aie a | 


OSS... SO GUO ie es 5Lo °o pos apece oo sttqse " 
bt af,.,crady, Jnages. m2 fay onion ied farleb: <j 
for ookhs taiite te wely OT" > aan ett Somke 
Oy, 3 .A* tutes toatas publics Wat anrsubord i 
BANE OF MORRO I +ont whaeetor-eaed end 7" i 
ae Bes tiny eee SuSE BABAE oct na’ od | 
Senpi tounge Sota it Netaees fae nine od Sos Yom 
venuseapaceirtsotlc™ ; 
Bre «ti Te Jomcernta oe: ane 
al Salt. qpectgituas ds seed Ba * ogt it ‘ok | 


. n _ 
~~ 
@ Pag : 
‘ e ryt roe 


Re eee seaxsoncppestaen mot 
PITS OR ok? SE acne arene “ans nal” oi . 


- a ln 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


N72 


for the consumer and unprofitable for ourselves, we 
get out of it. The best example I can give you 
on that is cake mixes. We were one of the first 
people in cake mix business, we bowed out and 
we found out there were other channels on which we 
could better spend our time than that. Consequently 
we got into the cat food business. You may be 
interested to know that today we are selling many 
more cans of cat food to the discriminating 
Canadian public than we are selling packages of 
puffed wheat. 

COMMISSIONER DRUMMOND: Are you helping 
the farmer? 

MR. WHARRY: We are helping the fisherman 
in the Maritimes, we buy several thousands of tons 


of fish from the Maritimes, and that helps feed the 


cats all over the country, and the cats are better 
fed today than they ever have been. We are helping 
the Maritime fishermen in that way. 

THE CHAIRMAN: Thank you very much, we 
appreciate your preparation of the questionnaire 
for us, and coming forward to present this brief. 

MR. WHARRY: Thank you very much for 
hearing us, it has been a pleasure to appear before 
you and we want to be as helpful as we can. I can 
assure you that we are not getting rich at the expense 
of the consumer, we are interested in the farmer. I 
am a farmer's son myself, and I am not too far removed 
from the sod, and I am not too sure I would not be 


better off back there than where I am. 
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THE CHATRMAN: We will adjourn until 


© o'fclock. 


--- The hearing adjourned at 12.50 p.m. to resume 
ao 2. Deli. 
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Submission of 


GENERAL MILLS 


Appearances: 


Mr. G. W. Ryan Vice-President and 
General Manager 


Mr. V. H. Nelson Vice-President and 
Comptroller 


THE CHAIRMAN: We will now hear the brief 
of General Mills, which will be presented by Mr. G. WwW. 
Ryan, Vice-President and General Manager, He is 
supported by Mr. V. H. Nelson, Vice-President and 


Comptroller. 
---EXHIBIT NO, 85: fubmission of General Mills, 


MR. RYAN: General Mills is engaged in the 
manufacture and distribution of Betty Crocker Cake 
Mixes, Baking Mixes, and Cereals. It is our desire 
that our presentation may provide a significant contri- 
bution to the study the Royal Commission has undertaken, 

In recognition of the period of years the 
study is covering, we wish to point out that our report 
will not cover the ten-year span, as our activities 
in Canada did not commence until June, 1954. From 
this date on, we have gradually expanded our opera- 
tions on a province-by-province basis, with our 
entry into Newfoundland currently under way. 

The expansion of our various product lines 
was undertaken on a planned basis during this period, 


—___|} and we are currently marketing approximately fifty 
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products in the field of cake mixes, baking mixes and 
cereals, In the marketing of these products, we, 

of course, entered into an atmosphere of established 
activity. This implies that principles, policies, 
and procedures in marketing were well entrenched prior 
to our entry into the Canadian market. 

We believe our conduct as a corporate 
citizen in our industry has made a significant contri- 
bution in the area of sound business practices, based 
upon providing quality, service, convenience, and 
good value to the consumers. In view of the highly- 
competitive era since 1954, we could not have been 
successful without a vote of confidence from our 
customers and the consumers, 

We believe the Royal Commission would be in- 
terested in the problems and opportunities encountered 
by a manufacturer in entering the highly competitive 
food industry in Canada. To undertake the respon- 
sibility of building a new business on a sound basis 
is not an easy task. However, the assistance we 
received from government departments at the federal, 
provincial and municipal levels was extremely benefi- 
cial to us. The establishment of good contacts with 
these departments has enabled us to utilize their ser- 
vices and benefit from their direction and recommenda- 
tions almost continuously since our entry into the 
Canadian market. 

The importance of training and developing 
Canadian personnel to assume positions of respon- 


sibility in our organization was a major part of our 
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programme, This has been accomplished by using 
limited imports from the parent company and by provid- 
ing a planned training programme for our Canadian 
personnel in our plants and offices in the United 


States, as well as by continuous on-the-job training 


in our plant in Weston to enable them to assume 


greater .responsibilities in General Mills, Canada. 

During this transition period, the burden 
is heavy on key personnel, but the advantages of 
providing good career opportunities, at all levels 
of operations and management, is reflected in the 
calibre of our people today. Several of the original 
American executives have been recalled to the States 
during the past year. This programme of exchange 
and development will continue in the months ahead. 

At the time General Mills entered Canada, 
the U. S. company was employing the services of at 
least five major advertising agencies in the United 
States. Some of these agencies maintained branches 
in Canada and were anxious to have our account. we 
believed our advertising should be interpreted by a 
completely Canadian agency to give General Mills the 
Canadian viewpoint and to provide advertising copy 
directed to Canadians. We have received excellent 
guidance and cooperation from the E. W. Reynolds 
Agency in Toronto and Montreal, which has enabled us 
to achieve this goal. 

The important French Canadian market re- 
quired a sound approach in translation and in marketing 


We have been guided well in this area by Publicite 
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Services Limitee, under the direction of Nolin Trudeau 
and his associates. 

These capable organizations, in working 
closely with the Advertising Department of General 
Mills, have developed a sound advertising platform 
which must be truthful, helpful, informative and de- 
signed to create broader consumption. 

We believe this brief background information 
provides an insight into the importance of assuming 
corporate responsibilities in all phases of a 
company's activities. No company can be all things 
to all people, but there must be a clearly defined 
policy of operations that will reflect the integrity 
and the conduct of a company. 

Whether it be people, quality and services, 
or advertising, promotion and products -- the consumer 
will rightfully decide the effectiveness of each of 
these in her own mind -- and her vote determines 
whether or not a company will remain in business. 

We appreciate the opportunity to comment 
specifically regarding some of the major points the 
Commission is reviewing. 

Under Section 11, Item 10, the question in- 
volves our viewpoint with reference to various forms 
of allowances. General Mills does not engage in 
cooperative advertising allowances as generally de- 
fined in the grocery trade. We do not have any 
arrangement whatsoever for shelf location discounts 
or end-of-year quantity discounts. 


We do engage in specially identified 
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deals (such as one case free with fifteen -- one case 
free with twelve), and these are available to all 
accounts on an equal basis. This type of promotion 

is generally used in connection with introductory 
campaigns, although it is used periodically on estab- 
lished products. The so-called '‘free goods" promotion 
serves + two purposes; first of all -- during an intro- 
ductory period the free goods represent partial com- 
pensation to our customers for the time, trouble and 
effort that must be expended to warehouse, list on 
order forms and distribute new products. Additional- 
ly, the distributor's sales and merchandising organi- 
zation is provided with an incentive to effectively 
introduce these products to their customers. 

This type of promotion can also be used 
very effectively seasonally, and a good example of 
this can be illustrated in terms of cake mixes and 
baking mixes as we get into the summer season. 

There is a natural tendency on the part of homemakers 
to cut back on home baking during this period, and yet 
a well organized promotion can provide an excellent 
stimulant that will enable a manufacturer to maintain 
a more even flow in production and sales. The impact 
of these programmes and the resultant increased sales 
can be translated into production volume which, in 
turn, has a direct bearing upon the stability of our 
labour force. 

We have a very great appreciation of the 
excellent work that is done by our production crews, 


and we feel a keen sense of responsibility to maintain 
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the highest production level possible in order to avoid 
layoffs or shutdowns. In many instances, these organ- 
ized promotional programmes that are planned in advance 
to offset seasonal variations can mean the difference 
between full-time operations and periodic shutdowns. 


In the cake mix and baking mix field we are, 


of course, in competition for the consumer's dollar 


with an extremely broad range of BEE een items. 
vYhen special promotional programmes are well planned 
and well organized, they definitely have a direct 
bearing upon the consumption rate at a given time of 
the year. 

Generally, this type of promotion will tie in 
with some special event during the year such as Easter, 
Thanksgiving or Christmas. 

Based upon consumer survey reports, the per 


capita consumption of cakemix is approximately one 


| 
package per family per month. In some markets this 
figure runs higher than in others, but the twelve 
packages per family per year is the average for all 
homes across Canada. The baking mix products, cake 
mixes and other items falling into this class have a 
very definite bearing upon the movement of primary goods 
used in the manufacture of these convenience foods, 
such as flour, sugar and shortening. The higher the 
ratio of .consumption, the more productivity there 
will be at all levels of distribution and production 
on the long list of ingredients that are used in the 


manufacturing process. 


Our basic ,approach to all of our promotional 


ee ae or Te 7? 


oF, my ai 


are i Mien ee bas 
iin DSRS ab “aie Fs 0g edit ‘nctasebese 228 


Sco tt 2 


eye ee 4 


TS GFR 2c atseat editor ol , @ianabauic 70 atonal 


be ie hae eet 
SAREE yi Dig tae iw ‘oge Vas 4° waning 2963 oc i bine i bast | 


oe ; a 5 ST r ee ae 


scrapie Lol? abu Hs banged see ‘voinpneow 368280. 04 


ae er ‘ ” yee bees ae bey i. aie Soy poe ne = ‘ 
ON Leh esalnisge eati+l hil deewged 
Bas ree A me 
oe Sab ieee xi at's Hiding biti <ie sase em, al 
J ’, Fs +: ree 
' Feginy ” ei 
seth Ss Seka dh ada ‘ 50% mos Sigot qnin ni (SB2U09 to 


agen ERE te Sr a ese Sone Data ae ee a 
ada ppBh BRE ho nst- ic Sgeii bo07d YISResI eee ile 
eH } . me ‘ ay Jee 
a BPe ne a Bort t203 4 f AEC 33 ras ‘ba e al poge "erogt i? 
4 oa Pty os Sad heen : Sree tet las a a Beek 
sonatb Bo avEd BL iwisew vot? fos Lang 36 Elsw Ste 


eo 
yk ee 


RS Ph oy HOGS ad i; =e 


Doran eres 


“ tees et gar cy a Se tent per ce om és : ; 
0 UG mI Seip Pa = be ae no tieeuee ce Te PID ct 2alzaed ; 


~ 
» 
a 
a 


. *« x . Pia “pes 
CER et) LOR eae Bae a, es 
ot tsrey w porseaiy to anyt*s2 rilearenso 
a Santee : * oe i ae : ake. tei 6 
Sareea bSs*floue “easy "Sas goa70h Jneve so4ooqe sie diatw 
7 ft 
.ctoalsa? 20 “gutvigedandt { 
iy ee 
Slee “ ee ae 7 Ff n to , ‘ act 
ou J ahi, pisgsl vevrus ‘ronmenog, Gom@r Ss 
i “ = wig eae bas BOS - ti “ry > 
Sr ae ee: eee eee pO ee 
we Vi dhactevidgay 2) Kes siro to ROL IaelaneYS = 34959 N 
om ae 


Ss ft S357 xear soe 1) babl Ay (. LRA. Tq a, 4 


- ’ a ais ve 
ata en eee i) oh a i s t 
Ret y oy ay Be ad eysetin: ti. ands yeatin tg one's ‘ow at? i 


by “ 
SEIN tiers oie d nrc me Bee hhy ed ccs Me 
Lig sot S5e70V8 Bn j ’ yao Vilar oo B naloeg 
- - * 
3 sym tt 
ests shone Pict, lice fs Pick . 
=p | co eee oy ye Py +4 OES * es ve T5 Oo S2i sO 711-3 a2o1 52 *-yiretl 
RES Cee a Ce ney em Ps i 
| & By ony as ey th } wi sre] B82 ene l4 WS?fr70 DOS eexia ! 
ae ge EN ae ae me seat ae 
¥ feos 20° iG eh mayve ii fi 7 qu SOL 4ea0 oplalisb -yvsev 
v ee 
tS bin Pees og 34 om + onda oo Le kaart 
her) 7On Ex 2 ¥ ce nt. sig nnrae? orld. ee © 
: a3 ys Sate ont 
os - t : 4 7) Ske Pe ae 
{ eae ane ini a Peg i “9 yoss! e Es i TLie i> ne nous 
| rz = wy r . He igh Set 
ee eee Se eis ee ee Pt eee te a Tat . 
i's _ = Ji3 Hy Tom ai. {HIS aT “0as4) 310 - OLITH1 
hs ae ee} ys ye: ewig te z be * 
_ ay ur ‘i fi CE Pay es a s ; 
obe orsk 5 ne pte fi2@fb Io sit eiuf tis 1S ad jie 
i : _ be . i irk , Vie 
} : = “5 on D6 td ree es, Ab ue eer Sty ag, : Pp < Mon Hae, poh he 
93°82 Bean “sin ted3 pithssgei- is aarti gael att ao 


, Ee pe on LL AnoRrio 
BeSoosG a } Sus bee 


t. FGge ‘ ne tu 


erdiSeas?y iGo X28 ite hs idnG Pie 5) eed sua 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4480 


activities is designed to expand the market and not to 
merely trade business with competitors, nor do we make 
an attempt to merely buy the short-term favour of the 
homemaker via the route of reduced prices at the retail 
level. We believe that consumers will purchase pro- 
ducts based upon the value, service and convenience 
they represent in their minds and not simply because 

of periodic price activity. 

General Mills does engage in other types of 
promotion, and these programmes are only utilized 
after a very clear evaluation of the particular 
promotional plan in relation to local market con- 
ditions and our own consumer activities. For example, 
we will periodically participate in cooking school 
programmes being conducted by some of our customers. 
The format of this programme generally involves well 
organized platform cooking schools that are conducted 
in Canadian Legion halls and other auditoriums, and 
the attendance at these schools will often run as high 
as 500 to 600 people per session. The demonstrators 
are well qualified home economists and they do an 
excellent job of acquainting homemakers with new ideas 
which enable them to manage their budgets economically 
and, at the same time, provide variations in meal 
planning. 

Even though a programme of this type may be 
sponsored by a given account, we participate primarily 
because of the value to the consumers and in recog- 
nition of the fact that the women who attend these 


cooking schools are actually customers of all food 
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retailers in a given trading area. In other words, we 
are selling consumers and providing service regardless 
of where they shop, and this can be beneficial, as we 
have seen in our own sales figures, for the majority 
of retailers in the trading area of the cooking school. 

There are times when we will participate in 
special radio or TV programmes being sponsored by 
our customers, and here again, we evaluate completely 
this particular kind of activity. 

Basically, General Mills uses national adver- 
tising whether it be television or print media, and 
then to balance our programme, we will very often use 
radio on a sectional basis. In view of the fact that 
national advertising does not do the complete job in 
every market, we periodically utilize programmes, 
provided by distributors which will enable us to have 
a more effective coverage in some of our sales terri- 
tories. For example, in the Province of Quebec, it 
is very difficult to use national media and still do 
an effective job with consumers. However, the volume 
of business that is transacted in some of the smaller 
markets such as Lake St. John, Three Rivers and other 
markets of this size, makes it vitally important that 
we do an effective job of advertising in these areas, 
at least periodically. On occasion, sponsored radio 
programmes have enabled us to do a better job of 
servicing these areas that are not reached through 
other consumer activicies. 

Other types of programmes such as special 


display promotions are also utilized and again the use 
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of these is predicated upon the rendering of specific 
services and performance. 

In summary, we feel that these types of pro- 
motion can be beneficial to the industry and to the 
producers and, most importantly in the final analysis, 
to the consumers. 

The Commission has also inquired regarding 
the effectiveness of promotional activities, and 
specific ally the impact that this may have upon sales 
volume, profits and prices. General Mills does engage 
periodically in both premium and coupon operations, and 
our experience indicates a correlation between the use 
of these premiums or coupons and the eventual results 
in terms of sales. 

We believe the important point here is the 
manner in which these programmes are projected to the 
consumers and the ultimate objective in terms of con- 
sumer satisfaction and increasing of sales. For 
example, we would not entertain the idea of developing 
a good consumer franchise on our products and then com- 
pletely nullify this by using sharp practices that 
involve misleading claims or inferior premiums. A 
coupon operation can be an effective means of inviting 
consumers to try other products a company manufactures. 
Generally speaking, our coupon activities are confined 
to our own products, although occasionally we will 
arrange for a promotion with some other food item that 
has a direct relationship to the food idea that is 
being promoted to the customer, A case in point is 


the current promotion we have on our Bisquick baking 
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mix which contains a package of dry yeast. This en- 
tire campaign is designed to stimulate yeast bakings 
from Bisquick and, as an example of consumer appre- 
ciation -- our Betty Crocker Department has received 
more complimentary letters from consumers on this 
unique and easy food idea than we have received on 
any other promotion launched this year which involves 
a new idea in baking. This response has been out- 
standing in spite of the fact that this promotion 
has been running for only four to five weeks up to 
this time. Here again is an example of our desire 
and attempt to stimulate a broader consumption of 
established products by providing consumers with new 


ideas for the use of these items. 
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As it applies to premiums, whether it be 
on our baking mixes or cereals - these items will 
represent an outstanding value to the consumer 
and will be an item of good quality that will 
not create any disappointments once the premium 
has been received. Obviously, it would not be 
good business to spend money, time and effort in 
developing a basic business and then cheapen 
one's efforts or destroy consumer franchise because 
customers were disappointed with a particular 
premium, 

Another important element in this area 
of in-pack premiums is the impact thavcloecan 
register upon production stability. Lens. ObVLOUS 
to us in our business that due to planning, 
activities of this type take up the slack during 
so-called lull periods. We have been able to 
maintain a good level of productivity and, as 
evidence of this, we are very pleased that we have 
not had a single lay-off or shut-down in the past 
15 months. When well organized plans can make 
this kind of a contribution during a period when 
strikes and lay-offs are running heavy in industry, 
we feel that the utilization of these activities 
in our total consumer merchandising programme is 
well worth while. 

A question has been raised with reference 
to special pack deals and, generally speaking, we 
do not use this distribution technique except 


in connection with the introduction of certain new 
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products and, here again, this kind of programme is 
available to all accounts. We strongly feel 

that tie-in deals or banded units and similar 
activities are a penalty to our distributors and 


retailers, as they generally involve duplication 


for the retail grocer. If we have an occasion at 
any time to use this type of promotion, it is usually 
on what we call a "flow in basis" which means that 
the special package then becomes the retailer's 


of inventories and a certain amount of confusion 
regular inventory of a given item. 


purchase materials are not generally considered to 
be an effective means of attracting consumer 
attention today, as most well organized distributors 
have their own facilities which enable them to 
provide merchandising materials that will tie in 


better with their own programmes. We occasionally 


use point-of-purchase materials on new product 


From the manufacturer's viewpoint, point-of- 
introductions but, beyond this, our primary interest 
is in the area of programmes that will provide 
retailers with a store-wide sale campaign. This type 
of material is often referred to as "spectaculars" 
in the industry and is generally used in conjunction 

with special holidays for the development of special 
food ideas for consumers. 

In connection with package and size 
changes, a change is made primarily to provide 


greater impact at the shelf level. The only other 


changes may involve attention-getting flags that 
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refer to special offers, and of course there are 
periodic changes on the back panel of our cereal 
packages which are designed to be of interest to 
children or adults. There are many things a manu- 
facturer can do that are extremely educational in 
nature to children. For example, several months ago 
the back panels of our cereal packages provided 

very excellent historical stories relating to the ex- 
plorations and the development in Canada in the 

early days of this country. These panels carried 
the story in both English and French, and we received 
many favourable comments from school teachers across 
Canada as to the effectiveness of this particular 
programme. 

Generally, we use premiums that children 
not only enjoy, but they also provide a source of 
instruction or knowledge. For example, we are 
currently offering a series of "How to Play 
Hockey" booklets, a guide to the Exploration of 
Space published by C.S. Hammond and Company, and a 
World Atlas and map set. In the past we have 
used a collection of R.C.A.F. crests which brought 
many favourable comments from R.C.A.F. stations and 
Air Cadet squadrons; a Waterman's pen and pencil 
set which was honoured with a "Premium of the Year" 
award; and a beginner's stamp collection. Premiums 
such as these have a strong appeal to children 
and also receive the commendation of mothers. 

As it relates to package sizes specifically, 


we believe that our responsibility to the consumer 
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is to provide packages that state the ingredients 
and the quantity of product, and these are clearly 
illustrated on the front panels of our packages. 

I might add that we clear our package designs with 
the Department of National Health and Welfare in 


our effort to conform strictly with their recom- 


mendations and regulations. The Department has 
always been most helpful in clarifying and interpreting 
their regulations. We believe the package should 


reveal to consumers just exactly what they are 


receiving for their money, and there should be no 
intention whatsoever to confuse or mislead them by 
using over-sized packages in any shape or form. 

The cost of package changes is virtually 
negligible in view of the fact that we plan these 
well in advance so that they become a normal part 
of our printing runs on various packages. The 
premium and coupon operations likewise are not 
reflected in terms of cost to consumers (I would like 
to add "not beyond normal shelf price", the reference 
being that we do not market the product and then the 
premium and charge the consumer for the package and 
also charge for the premium. That is the thought 
I had there, so I thought I should add "not beyond 
normal shelf price”) and any minor internal expense 
is offset by the increased production and volume 
that result from well organized consumer activities. 

With reference to the wide variety of 
products and brands and the difficulty in identifying 


quality, this, in itself, does not necessarily mean 
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confusion to consumers. Food. Dreuucts do Nou witrer 
from many other categories in this respect. There 
has always been available to the consumer a broad 
choice in shoes, hats, dresses, suits, automobiles 
and hundreds of other consumer items, yet this is 
not confusing since tastes and desires differ to a 
marked degree. The same is true in food products, 
and any area of confusion can generally be traced 
directly to the manufacturer for not providing con- 
sumers with packages that clearly state the in- 
gredients, proper weight and directions for use. 
Wherever malpractices prevail in this regard, the 
company and its brands will eventually suffer. We 
believe that the leading food retailers are also 
doing an excellent job in working with manufacturers 
in expressing their comments when they feel that 
there is any confusion - particularly in the area of 
packaging. 

We firmly believe that products and packages 
should convey to the consumer exactly what she sees on 
the retail shelf without any misrepresentation and 
conform to D.N.H.W. regulations. Packages that 
are over-sized are not necessary, aS packaging equip- 
ment can be adjusted to conform to the quantity of 
ingredients contained in the package. There might 
be an unusual circumstance with a given product, 
but this does not apply to a line of products. We, 
at G@ neral Mills, have a very strong feeling in this 
area of our consumer activities, and it is not our 


intention to gain consumer favour through temporary 
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impressions gained with slack-fill packages. 

Packages that are misleading to the con- 
sumers are not only injurious to the manufacturer's 
brand, but they can also have a direct relation- 
ship in the consumer's mind to all products sold 
within the classification. It is the responsibility 
of manufacturers to avoid any misrepresentation in 
terms of their packaging operations, and it is there- 
fore the responsibility of the industry to police 
its own activities. 

Every product General Mills markets is pre- 
tested in blank packages through a homemaker panel 
to determine interest, service, value and convenience, 
and the results are the determinant as to whether or 
not we will market the product. 

Continuous research to ascertain consumer 
attitudes is very important to General Mills. This 
applies to packages as well as to products. Wherever 
there may appear to be some similarity in a product 
group, we clearly identify the difference on the 
packages with various colour combinations or il- 
lustrations. 

A very important part of our marketing 
operation is communicating to the French Canadian 
homemaker in language that she clearly understands. 
In this regard, General Mills uses a highly regarded 
and efficient French language consultant in Montreal 
in order that our packages and advertising will 
convey the proper meaning. In fact, we have been 


complimented by many important French Canadian 
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people in the food industry for what our company 
is doing and has done in providing adequate French 
on our packages and in our advertising which has 
raised our packages to a very high level of inter- 


pretation and complete knowledge of what the home- 


maker is purchasing. Incidentally, all of our 

! packages are bilingval, and.this enables us to 
provide maximum service to the French-speaking home- 
makers who live in the province of Quebec and other 
areas in Canada. 

In summary, if confusion exUSGue ume 6 
| unnecessary. Manufacturers can and should conform 
to C.N.H.W. regulations and maintain a high level 


of responsibility to consumers. 


In connection with promotional activities 


| 

| 

such as coupons, enclosures ana advertising that 
are well conceived, we strongly believe that these 
very definitely increase the consumption of break- 
fast cereals and other types of food products. 
Whether it be a short-term or a long-range approach, 
the awareness stimulated, as well as the motivation 


created, has a bearing upon consumption. The 
effectiveness of specific programmes designed to 
expand the market has a direct bearing upon the 
use of "raw materials" and the size and stability 


oP one Labour Lorce, 


is designed to create interest in cereal grains 
from the standpoint of nutritive values. The "Bette 


Basically, General Mills merchandising 
Breakfast" theme has dominated our consumer campaign 
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and reflected a sound approach of selling parents on 
the reasons why childrm should enjoy the various 
cereal products we manufacture. 

The "Better Breakfast" theme, while doing 
a good job of education, does not do the total job 
of maintaining a good level of deliveries. Con- 
versely, the periodic use of in-package or on- 
package promotions and coupons can be very definitely 
related to increased delivery trends. Opbbe 
statistical delivery figures and share-of-market 
trends clearly reflect the importance of well- 
conceived and responsible advertising and promotion. 

During our relatively short period of 
marketing -- approximately four years in Canada -- 
there have been times when, for budgetary reasons, 
we have either decreased or increased our advertising 
and promotion, with the result of obvious impact 
upon our sales volume. 

The importance of good, corporate conduct 
is ever present in our planning. Programmes designed 
to broaden the base of a market, rather than 
creating a shift in purchases or between brands, is 
our objective. Tt is interesting to note that 
the ready-to-eat cereal market has expanded roughly 
6 per cent in tonnage in the past four years. This 
trend is encouraging and reflects a higher level 
of eating a "Better Breakfast" which ties in 
with good nutrition principles and creates a 
better and broader market for the farmers! cereal 


grains. 
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The motivation factors in cereal merchan- 
dising can have a direct bearing upon whether or 
not families will eat a good breakfast. 

The impact of sound advertising creates 
an interest nutritionally and the impact of sound 
merchandising creates an interest that motivates 
adults and children to “buy now’. It is an es- 
tablished fact that children are often responsible 
for a good breakfast being eaten by the entire 
family. 

The effectiveness of sound, promotional 
planning not only creates broader consumer awareness 
to a product, but these programmes are often very 
educational. We believe in good quality mail-in 
offers and/or in-package premiums. Basically, 
we strive for useful end educational-type premiums 
at a recognized good value to consumers. 

An important element of sound advertising 
and promotion is the stability that can be reflected 
in production schedules and the steady employment of 
a Local labour .force. 

The factors outlined have a definite 
bearing upon productivity and sales volume which, 
in turn, enable us to maintain a fair level of 
prices to our customers. In developing and main- 
taining a consumer business, advertising without 
promotion, or a business without both elements 
would surely be in trouble. The combination of 
both has helped to create the high economic level 


that we, as a nation, enjoy today. 
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Mr. Chairman, and members of the Royal 
Commission, it has been a real privilege and pleasure 
to present this report to you. I trust that the 
information in this brief has been of value to 
your studies of the food industry in Canada. 

THE CHAIRMAN: Mr. Ryan, I am not sure 
brew familiar you may be with the processes of Royal 
Commissions. Actually, they have very considerable 
powers under the Inquiries Act, but they are given 


a great deal of latitude as to how they carry forward 


their work in the light of the problem they have 

to study. Our whole plan in this case, and particularl 
with respect to business firms, was that we would 

secure from them, by way of questionnaire which you 

| received, the basic information with respect to 
operations of the firm that we thought was required 
for a full pursuit of our inquiry, and, in addition, 
we hoped that they would come forward to the public 
hearings so that we would have a chance to talk with 
them about some features of their activities. In 
the hearings we have no intention of getting into 


arguments. Sometimes we do get led into them, 


but that is not our intention or purpose; and it is 


not our intention either to dig deeply into the op- 
erations of the particular firm. However, your 
brief is particularly interesting to us: rt think 
it is the most extensive discussion we have had 

on what might generally, I suppose, be called 
"Dromotional activities”, although I notice that 


you distinguish between advertising and promotion, 
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and I might like your views on that ina minute or 
Two. Your brief has concentrated on this, and this 
49 an area in which we are very much interested. 

It is rather a foreign territory to us: Indeed, some 
of the language even seems to be a foreign language. 
In your brief there are a number of terms which I am 
not sure I really know what they mean. They are 
obviously trade terms, which are very familiar tc 

you, but are not to us. There are a number of lines 
we would like to follow with you, bearing on this 
general area, but one thing we would like your help 
on is this: Would you tell us about how you test 

the effectiveness of particular promotional pro- 
cedures? You use a great variety of them, obviously, 
from your statements here; you are using them 
continuously. You have referred from time to time 
in your brief to “the evidence that a certain 
technique has been successful" in a particular case. 


MR. RYAN: Yes. 
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THE CHATRMAN: Now, would you be good enough 
to tell us, and I am not trying to get you to dis- 
close the operation of your own firm, how do you in 
fact test whether a particular device that you use 
in a particular situation has proved effective, and 
what are the criteria you use. 

MR. RYAN: Are you talking there about the 
promoticn of -~ I made reference te one in 13 and one 
in 15 the mail-in premiums and in package premiums. 

THE CHAIRMAN: Let us take the free deal. 

MR. RYAN: Yes. Well now, about your free 
goods deal, there are many evaluations can be placed 
upon the effectiveness of that type of promotion, 
and it gets back to the manufacturer who is running 
that particular type of program. Now, all things 
do not work the same for all manufacturers, because 
all companies are not the same in their methods of 
carrying out their business. It may be, for instance, 
that company A may decide to do something that 
company C is doing because it looked as if it was 
good for company C. It may be when company A tries 
to adopt that, they do not understand some of the 
reasoning that caused the promotion to take place 
in the first place, so if they do not understand 
the basic background, and the fundamental projection 
of the program, they may in turn, using a term I 
use with our people, sometimes we want to avoid 
merely spinning our wheels. What we do in that 
area if we had one free buy 12 at the time of presen- 


tation of our program, to all our distributors, we 
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will then sit down with them and talk, "Now, how can 
we make this effective for you, how can we help you 
move more goods, and get them into retail channels." 
It will in turn go to merchandise, and packaging 

for the consumer, because if all these things do not 
react the promotion is no good to begin with, and 

the manufacturer has dissipated dollars which 

might be used in another form. Now, we have a rather 
rigid follow-through in that area, because money, 
even though some of us may despise it, it is a pretty 
important commodity, and we do not have any more to 
dissipate than any other company or any other person, 
so when we come up with a program we have to follow 
through our merchandising organization, our field 
salesmen, whether working in Edmonton or Halifax, 
Montreal, Toronto or Sudbury, wherever it may be that 
in each of the program areas, the effectiveness of 
the job they do will be very definitely measured, not 
only in the volume that is secured at the time of 
promotion, but the sustaining influence that program 
may have on the future development of our business, 
because that type of promotion is basically designed 
to be somewhat of a form of sampling. In other 
words, it is the method of reaching more people. 
Then, the reference I made to the cake mix business, 
one package per family per month, that is a very 
Small business really,so the cake mix manufacturers 
get together to get the consumer to eat two cakes 

per month per family; we are developing an opportunity 


for the industry, and then each brand takes their 
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share based on the consumer vote. 

So, in our sales analysis of these 
particular programs I would say that I could tell 
you whether the program will be effective before 
we even announce it, because some men will do an 
outstanding job of taking this program and recognizing 
4% as a tool to create further activity in their 
specific territories, and reach more consumers, and 
you will see the developing trends in those markets 
following the introduction of a new program which 
is handled by our own people. 

T would like to establish one thing: We 
do not at any time look upon this as merely a 
travel of goods from our plant to the wholesale 
grocer warehouse, because our independent process 
in the food industry, we recognize in our channels 
of distribution that we have to go from wholesale 
markets to retails, and from wholesalers to retailers, 
you have your central distribution warehouse, and 
chain stores who in turn supply their stores. 
We feel that --. T do not say itis undesirable 
that these are areas that are necessary if we 
are to get down to the consumer, for her to determine 
whether this product is good. The wholesaler 
is a very, very important factor in our business 
today. 

I happened to sit in on a brief yester- 
day where reference was made that some wholesalers 
get more of the amount and some less. A wholesaler 


is doing a job of trying to stay in business, he 
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is the master of his own destiny. Just this morning 
TI was in two of the most beautiful warehouses any- 
where in Canada, and four years ago the brick and 
mortar had not even been started. This Ottawa 
market is an extremely competitive market, I would 
say probably more competitive than any in Canada, 
and that in this market, I would think, it gets the 
important retailing organization from the province 
of Ontario, and also from Quebec, plus a good 
segment of voluntary groups and independent 
retailers, and everybody who is working at their 
business and attempting to do a good job, with that 
thought in mind of servicing the consumer, is doing 
a great business; and our business in this market 

is moving along from there. That type of promotion 
when it is presented to these various distributors, 
you will get varying degrees of reaction on the 

part of the supplier. It is difficult to come up 
with any promotional program when you are going out 
to sell it to your distributors; that is going to 

be the answer to everyone's problems, because one 
man thinks it is terrific, and another man throws up 
his hands and says it is just another deal -- another 
gimmick. 

Well, we do not feel that is the case, 
because what we are trying to do is develop our con- 
sumer business and whether the three buy 12 or 
three buy 15, is the best means of doing that, you 
may call it a degree of incentive to some of our 


distributors to do something perhaps a little bit 
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extra with our product. They have 4,000 to 
6,000 items in their grocery stores, and they do 
not all get individual attention, as you can 
appreciate; so periodically it is important. 

We may do that at a time when we are 
tieing it in with a specific consumer promotion, 
which is a means of having what we recognize to be 
a good consumer promotion, and what you might call 
backing them up that distributor so the consumer 
will have the chance to cast her vote as to whether 
she wants this food idea. 

Currently we have our "Betty Crocker" 
department which is a very important segment of 
our business in Canada. The girls have developed an 

outstanding item called the "Mystery Fruit Cake” 
which is a product that can be made from a package 
of honey spice cake mix or white cake mix, along 
with other ingredients. The cost of that to the 
consumer is about 50 per cent of what you would pay 
for fruitcake per se; they are like hats, they 
come in all sizes and they are like shoes, they 


come in various qualities, so a fruitcake may mean 


a lot of things to a lot of people, it depends 

on the nuts and dates and figs and everything else. 
We feel this idea which we tried last 

year was a good idea, because there again you have 

the element of small families, and with a five- 

pound fruitcake they will be eating it until 

next Dominion Day unless they have friends in for 


Christmas dinner. 
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So, here is another idea to help the consumer, 
and I say this quite selfishly, in providing a 
consumer service, and a food idea that ties in 
with the Christmas season. With promotion of that 
type we want to be sure that, at least reasonably 
sure, the consumer will have a chance to get this, 
so we may support that particular activity with 
what we call a shipping allowance which 1s one free 
buy 15, or one free buy 12, whatever it may be. 

That is available to every distributor 
in every market where we are presenting the program. 
We find it to be quite an effective gimmick, I say 
gimmick, I do not mean 4t is something you throw in 
the wastepaper basket, but that is a term expression 
IL suppose. 

THE CHAIRMAN: I am interested in following 
this up because we had someone before us recently 
who told us that they discontinued this method, 
because they found that their distributors did not 
play ball with them. 

Now, this is obviously an incentive to the 
people who are handling your product to put some 
pressure behind it. 

MR. RYAN: It is an incentive to handle 
an established product. 

THE CHAIRMAN: Well, is this applied 
generally in new products that you want to push 
to carry this through with well established lines? 

MR. RYAN: Yes, we will do it on both, 


Now, the frequency there is not as often as it may 
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sound. In promotion, in the way we are talking about 
it here, it could only happen three or perhaps 
six times a year. The point I am making is that 
we do do it, and I want to support why we Gor Lo, 
and why we think it is beneficial tO Our pareacular 
type of business. I notice some manufacturers have 
discontinued this, because they say it is not 
effective. Well, the only thing I can say is that 
if it is not effective in their business, they were 
very smart to discontinue it. We feel in our 
particular business that we can get some effectiveness 
out of it that has a definite relationship TO OUL 
volume of sales, and volume of productivity, and 
in effect too, we find, that these periodic pro- 
motions of this type present challenges to our sales 
organization, it is what you might call separating 
the men from the boys; because the sales business, 
even though it seems very exciting -- I have been 
in it for quite a few years, and also in the retail 
end of the business before that for eight years, 
a salesman -- well, it is a very broad term, all 
salesmen are not salesmen. 

This is what I am trying to say: You 
can have a lot of salesmen on the payroll, and pay 
them, but they are not all salesmen, some are just 
order takers. Periodically these special promotional 
programs will come along, and test the mettle of 
a young organization, it will separate the men from 


the boys, as I say. These boys recognize it is 
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good for their business, or their territory, at 
least he believes it is for him, and he goes out 
and tries to do a good job with it; and if he is 
successful in doing that, he certainly feels this 
was worth while for him, and it raises his sights 
and his imagination as to what he can do. 

There is no limitation on sales of any 
good product, and it is a responsibility of sales- 
minded people to develop a higher standard of 
turnover on as many product classifications as 
can be done in that manner. 

There again we have found that periodic 
promotional programs are a good challenge for our 
young sales organization, and it gives them a 
sense of satisfaction, and also we find it gives 
them more confidence, and we are very proud of 
our organization, and the compliments that we have 
been able to register in the food industry is a 


direct tribute to the energy they have applied. 
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THE CHAIRMAN: Well, another piece of 
evidence that we have before us was that in planning 
thee activities, this is done at the budget time; 
that is in preparing your annual budget you anticipate 
you will be doing so much of these different types 
of promotional activities, and you refer in your own 
brief to the fact that budget controls have sometimes 
limited the effectiveness. 

MR, RYAN: Yes. 

THE CHAIRMAN: But do you decide at the be- 
ginning of the year, as I say, when you are budgeting, 
chat on certain products you will be engaging in this 
kind of promotional activity, but in another part of 
the year you will develop this? 

MR. RYAN: Yes, Dr. Stewart, we do it in 
this manner. We may not relate it and pinpoint a 
specific product. In internal budgeting, our products 


fall into three classifications: cereals, baking mixes 


budget that we will set up a reserve for a certain 
amount of dollars to be used in promoting baking 
mixes in the fiscal year. Of course, we do our 
budget planning around April; our fiscal year starts 
in June, and the ideas you put down in a piece of 
paper in April may look different to you when the 
cold weather sets in in November, because we say it 
is our promotional dollar for baking mixes. LE 
the baking business hasn't been too brisk during the 
first six months of the year, these dollars are 


i 
and cake mixes, and what we do is in our programme or 
diminishing, because it is a poor rate projection. 
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In other words, your allocation for promotion of that 
type could fall. But there are times when we can 
feel, well, this is a good time to do some of the 
@reals, this is a good time to do some of the cake 
mixes. That is generally as a result of a review of 
your last few years' business in which you make a 
comparison of the business in the previous year. 

we have introduced quite a number of products 
of what you might call rounding off our consumer line 
of goods. We have not had a very deep background on 
these classifications. Some products we have pro- 
duced just in the last month, for example. Well, it 
takes at least three months to get it going, at least 
six months to start to get a trend of whether or not 
a consumer really likes this product. We do not 
look on it really from the competitive standpoint, 
because I have never really found any of my competitors' 
signatures on my pay cheque. We look directly towards 
the consumer, to stimulate our activities with her. 

THE CHAIRMAN: In that connection you use 
the term "share of market’’? 

MR. RYAN: Yes. 

THe CHAIRMAN: Do you watch this? 

MR. RYAN: Yes. Ne subscribe to the Inter- 
national Surveys Report, which is a consumer index 
across Canada, and that is 2 trend report; there is 
nothing valid about it. You cannot say it is the 
Bible for the cereal or mix industry because it just 
gives you an idea of what the consumer thinks of your 


product, we had it in Vancouver, Edmonton, Montreal. 
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There may be times, Dr. Stewart, when the share of 
market can fluctuate, and perhaps you may be looking 
at your sales report in the month of September and 
the sales don't look too good at the 15th of the 
month and you wonder how it is going to shape up at 
the end of the month. 

Well, maybe that doesn't look too good, but 
about that time the monthly report, presentation, 
International Surveys comes in and says that the con- 
sumers tell us that they are buying more of Betty 
Crocker cake mixes, So there may be a drop in index 
and yet the consumer business is going at a rather 
steady pace. 

There is the Neilson study and there is the 
International Survey. Neilson reports the movement 
of grocery stores. Well, again that makes the horse 
race, We like to get back to thinking what the 
little girl with the pocketbook is deciding, because 
she might be thinking different to what the retail 
grocer is. 

THE CHAIRMAN: Do you make spot checks or 
can you have this done for you? You try out a new 
promotional device. You want to know how effective 
it is? 

MR. RYAN; Yes. 

THE CHAIRMAN: You can look at your own 
sales, Do you take it deeper than this and can you 
get a study done for you to analyse the effect of 
that particular promotional activity? 


MR. RYAN: Yes. it it is in the area or 


> 
a 


} : , 
pene } fi eae oo. 
\ : he ¢ it 2 if ee 
OY . 
oss cha poly (Sareso 3 Sapa 
Bs eee) rae 


sefi 430! : Li aul} low ge PIs wn | sina seth po ere 


—eehad gee to inom ans aR del, 4 ad ae My 36 


fii? aig i Keog 3 woot 2 ‘aed eal he wuriz = 


} f+ Bae i oe Be = Son ae nalts 


"to cards 04 gelog at ot wee ssbgow ey Bae eae 
wnt ; “ok o.oo 


ii feo sm. Ao bem oo 


2 ohsees i Genier 2 aS (aaa Pe 


’ 0 ree : = ) 

ane | Gods shae sont i ‘nesod Ja7 i ee Lal Bes 
Bt + Pee i. vos 1G : : : 

mrsKepes7e ,uteqer yauina sec omits 3B, parade. 

: ee ian sae ToS oo 


“Apo sc i aveo ban el aoHee seul, Aonnkapinneiat 
tikor Goin re 


we s.5it , skynd osn ORS. 1507 it, List pesmi 
: “ aie toes “ 


- of a ss Vm atadd vxto wilos agaeog 
. cas ve torre! . GATS FIL i 


evites am) SOron, @L Sed Ln rorweses SAi abt 


y fee bea 
-_ “OF At ¥ z 
oh Crata ; 
i452 St4) Soe Vier moaltial \ of osoq] 


eek: 
+ » 
’ rae eb: | ap yb) YIsoa0Tge 
be 
z] a 
= Shih 72 lend 3 : © ew Sy Q587 


muses, gunchis L Joodsstisog af golw Jats algae 


“fi hot Bit 
73S 
* Lata. d trivia wahie 
ty | a 4 l Fis seis a % =." JUMA oo oF aa 
» a. eb ee | 
i Ais Gad : 
SEAR a xy so 
: 4 a ‘ i Tt?) he 
aaa ’ ~ a s / s “Ae ye 
enpre FP ane ‘ % x . 
SET Shes M 
Me . - 
; irc fi “Tt orem alas) ove voy @aa 
Ur) afar 


Bik Te ’ gure . = nf Fe 
25 un 0m Le ee ney 4 n> 1a9001 lomo Tg 


af 
i, = 
He Sy 
Het ~ (Ase nid 
; Par] 5 Se (Ramo ea) ae 
; ; =~, 
r4 Tis ‘ i a ) >» wi J ¥ ,. ity : j 
dz og ew th 
HOG NE dz: iia tis; i it 


ry 
i 
L 
e 
ye 
Wi 
a 
¢ 
‘Ss 
e 
Meee 
& 
Bars 
= 
= 
bs 


‘ ; 7 aiid seen seluari _ 
| | . 74 ol eer ada 


& pf 


i @aes acl; : :) = west aor ae 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4506 


a reference to a specific thing you were concerned 
about, beforeprojecting this across Canada and spending 
something which you don't know it will be good for 
business or not, we make what we call a consumer 

audit to kind of double-check and make sure somebody 
wasn't being polite or kind or happened to buy some- 
thing by mistake. 

Now, we have taken on occasion -- take 
suburban Toronto or small villages, small towns -- we 
may go into that market and try a test operaticn there, 
and, quite frankly, we have refused to go ahead with 
just as many programmes as we have decided to take up. 
For example, we can take in our coupon operation 
which can provide a reasonably good trend in that 
area. That can be accomplished in various ways. 

For example, you may have a programme operating in 
Ontario and Quebec. Well, we use different post 
office box numbers for each market, and if we want 

to pinpoint Sherbrooke specifically we may use another 
post office box number for that particular market. 

Then we have the coupon, and then they are all cata- 
logued and we try to find out what was the penetration. 

THE CHAIRMAN: My next question is related 
to these two pieces of evidence that have been put 
before us: one, that it is possible to get an immediate 
result from a promotional --- 

MR. RYAN: A reasonable sample, yes. 

TH2 CHAIRMAN; But there is an immediate 
effect, Your sales go up immediately, but gradually 


this tapers off, 
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The other piece of evidence is that you do 
something and build up your sales, but your competitors 
immediately do the same thing or something to meet it, 
anyway, and since they have done this your share of 
the market goes back to what it was before, you were 


stuck with at the beginning. 


MR. RYAN: Well, it doesn't always follow 


quite that pattern, Doctor, because there are times -- 
and that is the objective we should have, of course; 

if you were going to run a certain promotional pro- 
gramme, then you are also looking for ideas that are 
going to sustain this higher level of consumer 
acceptance of your product, Now, obviously, everyone 
doesn't turn that trick as well as you would like to 
do, but the basic thing you can point to in that area, 


in the baking field and in the cake mix field,is that 


our share of che market has risen steadily and it has 
been a combination of various things we have done in 


our advertising and promational activities. 


if 


Bh ay getty 2k, sonvbies’to>So0ig pore ot he 
prailjagnns’ ses? Wie Rote conty, Ole eae Joel paar 
4} Joon ut “pi toa? no ies ni seseced oh. eracateqaalh | 
en osha taicy oid? ecce oul x rd: sake DOR. «YO 4 
rg tad bxdtod us) 21 ‘yee 09 ase Ream 1oAtem, oF 


viteritess edd te aii veges 


whi tei 4 gar’! ~ 4 gasgem si- fleur 2sRAyA a 


baad sup stbr: o3bKied! noms .opetaep eet ealup 
eenweb? lo eytl Bitietin. sw sweet ae ott ef sed, age, 
eixy 1) Galoome ss! AME «us op) gees, Sew WOK, 32 
atm tof ceobt ro? Diaslesd colt, ars woy Wen) See 
iotiikeon to J iyo! woulsid sac mletege 92 eee, 

ey “s ei siavdes "onl ravbotg sev To sapetgsons 
) o4Pe Uldeow wiv as flew oe cabs’ aay i ‘neaoh 
‘eee 4e43 fA os weioy ase wer eau stand of} Jud Cad 
i st Binh tes cnn Sele al hee Bleti guided a ge 


nis 26 ewela zy 
ahs we i3 oy 


1 tVvern sw seria, agelxev Jo sea peided & eeee 


——— as 

Sas 
we a 
+ 
~ 
— 

' 

we 
ey 
line 4 
rs 
~ 
a 
- 
an 
c 
o~ 

= 

= 

« 
_ 
is 
a 

“ 

* 

~. 
8 


est tivesae Danol semoty an geet Iter See 


ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO 


4508 


THE CHAIRMAN: You do not think that there 
is an argument that you have got to keep changing 
things and doing Something new merely because if you 
do not you are going to lose the market? 

MR. RYAN: We don't. I might say in that 
regard, Doctor, we are not Stampeded into doing 
things. Now, there has been considerable activity 
particularly in the cake mix field during the past 
year or two years, that manufacturers have participated 
in and sometimes the allowances involved are quite 
Sizable -- quite sizable. 

We have just said we will stand our ground, 
and if we take a little less business, we will take 
a little less business. But we do not want to be 
Shaking hands with our bankers every 15 minutes 
just because somebody else is running all sorts of 
deals. 

Quite frankly, Dr. Stewart, the thing we 
think is that we have been able to have our business 
appreciated in the minds of the consumer, of the 
value to her of our product at the retail level. 

In other words, she will believe that 
basically that "Betty Crocker" layer cake mix s fet 
us Say, iS worth 35 cents a package in the province 
of Ontario or Quebec, or in Winnipeg, or wherever 
it may be, and she has given us that vote, and 
helped our business, helped to expand our business 
by quite a wide margin. There is no question about 
it, and that has been done basically on primary 


sound merchandising, not involving price cuts or 
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what is known to the industry as "wheeling and 
healing", and we feel that the consumer is not -- 
We are all consumers. I am thinking of my own case, 
for example; if I were to go to a department store 
and find a sale on Tooke shirts, that they were a 
dollar of. If I had the money I would say, "I 

am going to buy a dozen of them because this sounds 
good to me". 

Tf that $4-price prevailing for the next 
four months instead of the next four days, I think 
I would be inclined to feel that somebody had taken 
me for a ride, because they got my $12 and I got 
12 shirts when I did not have to buy so many at the 
one time. 

My wife is a pretty ingenious gal. She 
can do a lot better job running our money than I can, 
and she shops somewhat along these lines. In other 
words, she is not a price shopper, but she buys 
the food that she thinks her family wants to eat. 

THE CHAIRMAN: One of the bakery companies 
tells us that what he found happened was that one 
of his competitors would wrap up doughnuts or whatever 
it was, in a nice new package, and that he heard 
about this from his salesman driver who came back 
and said "I can't sell your doughnuts”. "This Mr. X 
has fixed up a pretty package”. So the second firm 
immediately gets busy on a bigger and better wrapper 
than the firm that originally made the change in 
order to hold his share of the market. 


MR. RYAN: Yes. 
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THE CHAIRMAN: But in the end you do not 
sell any more doughnuts. The consumer is just 
buying bigger and better wrapping paper. Now, 
the evidence that was quoted contained this statement 
"This is very silly, but there is nothing I can do 
abouvrit .9> You dontttesl the samesway-. 

NMR. RYAN: “Yes, —d60 to this extent, 
There again the advantages of competitors over one 
another in terms of goods, or the services you can 
buy and/or the temporary changes that may come into 
your production operations or packaging operations, 
whatever it may be -- 

The story of the better mouse trap really 
goes beyond the ability of that trap to catch mice. 
somebody has to be ingenious enough to come up 
with something that really did a complete job. 

I would say, for example, a good package, 
or a new package simply because it is better is 
just a new package, and without the support of 
good sound administration, good sound advertising 
promotional departments, and first-class manufacturing 
operations -- manufacturing of quality products 
and then placing them in the hands of a good sales 
Organization; that this package is not that good 
to do all those things; and that is what we call 
short-term gains. 

For example, in our business we can hear 
of somebody that has got a brand new piece of 
machinery, and it makes 60 packages a minute 


instead of 45 packages a minute, so you say, 
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"Well, to be competitive with that, you have to go 
and buy this machine". 

Well, if you were just going to buy the 
machinery without regard to the type of product and 
the other factors that go into satisfying the needs 


and wants of the consumers, th*®:is.a short::term: 


gain. 


: I don't think that just because we copy 
somebody else that this is going to get you any more 
business. I think it is rather silly actually for 
the manufacturers chasing each other all around the 
territory, as I refer to it, because the food business, 
like many other businesses, is a very unique animal 
at times. 

It seems that sometimes manufacturers are 
only worried about manufacturers. Retailers are 

| only worried about retailers. 

| I have often thought of the impact for 

example of the Thursday night advertising in the 

| daily newspaper, which is generally pretty well 
dressed up, and some people think that it will do a 


lot better job than others. It is just like Eaton's 


food products through the medium of this Thursday 
night ad. 

I would not want to be quoted on these 
figures, but I have heard reports that the average 
readership of Thursday night's paper is about 15 per 
cent. 


catalogue. Other people do a good job of selling 
Well, many of these distributors can hardly 
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wait for the Ottawa Citizen to hit the street at 

3 o'clock on Thursday afternoon, so they can look 

at the other man's ad to see whether he will be able 
to cut his price by 6 o'clock, so he is at a 
competitive level, and the gals that take it don't 
even know this is going on. 

The same thing happens actually in the 
case of manufacturers. Sometimes we may look to 
be a little immature, but you cannot afford to make 
mistakes if you are going to go around in circles 
in every direction simply because if somebody else 
does it. You are going to lose your own business 
when you take that type of chance, and you wouldn't 
have a business to lose anyway. 

THE CHAIRMAN: The illustration I used 
about the bakery company brings me back to the last 


point I wanted to ask you. You have seen our 


MR. RYAN: Yes. 

THE CHAIRMAN: Part of our problem are 
these falling prices to the farmer, and in the illustration 
I used I said you don't sell any more doughnuts, 
but in the end your consumers are buying bigger 
and better packages. And this point is extremely 
important to us. Actually advertising activities 
add to the markets for the farm product. 

MR. RYAN: Well -- 

THE CHAIRMAN: Just a minute. May I just 
pursue that a moment? 


MR. RYAN: Yes. 
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THE CHAIRMAN: ! Again on page 16 you have 
reference to your increases in tonnage in the con- 
sumption of ready-to-eat cereals in the past four 
years of 6 per cent. I know this is an extremely 
difficult problem with which we are going to have to 
graple, but is the increase in the ready-to-mix 
cereals or the total cereal markets? It is one 
thing if you increase your sales. This does not 
prove whether the total cereal sales have been 


increased. 
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MR, RYAN; We are talking about total 
ready-to-eat cereal, which would take in our competi- 
tion as well. 

THE CHAIRMAN: Following this through, six 
per cent in four years is a straight-line average of 
1% per cent per year? 

MR. RYAN: Yes. 

THE CHAIRMAN: I think that the populatim 
is increasing at the rate of about 3 per cent? 

MR. RYAN: Yes. 

THE CHAIRMAN; In other words, you are not 
keeping up with the increase in population; or, to 
put it another way, you must have sold this much 
because of the increase in population without any 
promotional activity? 

MR. RYAN: That could be true. Then again 
-- and I don't have those figures with me -- but there 
again I am referring to this four-year period, and the 
only answers I do not have with me right now are how 
many of these children can now eat. the ready-to eat 
cereal; in other words, some of them are probably scill 
on Pablum -- still babies. 

THE CHAIRMAN: Age distribution would make 
a difference? 

MR. RYAN: Yes, There is a definite factor 
there, particularly when you are talking about a four- 
year span. There may be a lot of babies, but they 
are not Wheaties customers until they know wsheaties 
exist, 


THE CHAIRMAN: You can see the problem we 


_ a 0) oe ae 
: : . 
Pe 
aaa A 13 ‘Es 


SPs Sher*® *h" 


’ ‘ 
: ts a - 
Py PS 
. . ov 7 v' ver 
Lo 2 7 oe 7 


Rest ie the 


ea 


itr ~ | eanotegt 


ae 


7. 


“Low date 


; eae a me mig core “ orth ts 
43 detente 628g) GORWOLIGS (AMBIT 42RD. AT) = 
é ‘ ‘fasrcsa © of tugee Guea 02 Fapo Bee 
en 
‘scoe Usq 2noo 2og Fe 
. a2 
‘ i as ‘RAYA. aM 
a ot 2 , 
: AA sy 1,69 148 jAg : la? ati 
aay ‘Sq é Mn tele Io rf { T, & H galnewee ri al : 
¢ cae Rs s= ; oA EM 
‘ it r AS a Le 4 We 
e im =. 5 oe le z 
ne .2er2nmL SRY FT, ’ + ads He dw gorges ee 
i oe ae - : 
% Ne tts 7 
| Gain eS, AP is oe W.0< ite OF {=a Pe) te fre ic oy Af 
i miseivnqa gogocl say to azepeeds 
: MWaiviso® Lethon 
= rae othe 
(3 are i Ae I~ oe Leng ihe iA Hj 
; SN a Se baht eae 
ey, : a pat © pinnae oe ; ee : 2 
; x eee mr ay. we L : 5 2 7 OD: 1 Ocis* 4 
} Lee aid ¥ rt on 
4 ae" \ i 2 iy 1 j I Fil iv 4 ; zs ; fl Soe 
rel Ix wot son ob J eiewadh vine 
: ? i is bi sit = fi 30 Ves 
a 
pf ihe 4 bs } ivin® evi ‘ ins 
7 . ' 
. 4 by : at 4 yf - fT) (de j 
¥. as he . 
4 Re 
=f yf t) ' ‘ * ot} _ au 
; Ts on 3972 be 
| ed S ae 
. ar al © 
Hor Adinidebd. oY .94AYR Jie 
. .s ey Ohe = ; 
- iE ¢ mi? vleciuols ing 7 
rs bey 
, o Bade pet ee ae 
(cil awri ne rs | (om 6 stil ‘“efht44 
Ste 
at ge ° 4 a P - 
yijoow. we clei sar stom 2,00 ae 
: p “ a 
7 ies, fa wiwze 
art: 3) ae 
5 he ate ; 
fu maitiong od) 2.0 » CAPALANO BHT 


(he 


2 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4515 


have to grapple with, and we would like to know whether 
the total intake of cereals, whether it is ready-to-eat 
or hot cereal, has increased as a result of this total 
activity to sell? 

MR. RYAN: I would like to pursue one part 
of your question there, and that is, you were talking 
about "Do some of these activities make a contribution 
to the market as such?” I can think of a promotion 
we ran about a little less than four years ago ~- which 
is accurate enough -- and that had to do with our 
introduction of Angel Food cake mix as part of the 
cake mix classification. We had debated that for 
quite some months, whether or not to get into the 
Angel Food business in Canada, because the market was 
quite small. Yet, with our people in sales merchan- 
dising, and our agency people, we started to try and 
take the market apart and find out if there was a 
potential there for us, because the immediate counter- 
part -- and I don't wish to refer to what our com- 
panies in the United States do, because I have been in 
Canada for a long time and from the first day I landed 
here I forgot about what took place in the United 
States; thac is behind me, and this is the market where 
I am making a living, and techniques can be decidedly 
different. In some items there are parallels that 
can be drawn. In the cake mix field there was little 
similarity in terms of the per capita consumption rate 
of cake mix for all companies in Canada versus all 
companies in the United States. Here is this Angel 


Food product limping along like an orphan. Ne 


ee 


— 


— ———— 


‘i j 
te 
¥ 
i 
¥ 
il 
fees 
Lata 
. fy 
Gr 2) ey... 


‘ TH! 
Leag? 4). rete < 
= ee! < 
t 
ie: ae) ryt 
shoe 1 } , 
; j ) y 
Beer. } Coty 
. 7 es 
ms 2 APES 
ig per Eis 
i eis z 


- 4 rs cs 
ea i ERS : 
Para a ae | | le 
ce Bas pad) 
a : 
Fade ry $ a 
aSns Bead a Por 
ar ives ‘e F 
ta " 
Let iy 5 
Fy ‘ 
pare ef 
PS iw 
‘ 
x 
: . - 
wet , 
‘ 
Ce 
LRN a “ao 
pe 
é ‘ nS ee yp: 
: 2 te. 
f y 
Pas 14 
x » +, am 
aay =o LIS 
: . 
' : m - 
mae we Bests te 


fi. pat 


raarreees © a ihyoke @peredos 


“jie sw Bae (eee a ticquty’ ot 6¥e 
+4 satiete steven 38 > gohan faa city 


od bor , wert? Bie eaiie Bes a 
vivessk sate Be Seee BOF sueee 


cD | ipo ne gasrne od of 


Jochen? Iga Ya neteonbor 


(ihe ed go hvi se 
Tato 12 iN (aM 


rife’ Soho? , ee snse epi 
: es det So 1 e i 
of Aha fone beod [lope ae 
< aoe z and 
= + obi oe! CE eApe page 


bite 


- Oa, w %, = 
ay of * mie >| IS J 
« » 7 bd ~ 4 
=f : ie ~ oaeo 
= aie al 
‘ Brel HED ne 


, JD sbitsh 


‘epebeae chart jewevts Sd oes 
17 2 i es Gores ap i TILTelLias 


eee TL> JeP hh adas Yom 


i 


Li pony tol appt Pes 3 Date bea? 


ANGUS, STONEHOUSE & CO. LTD, 
TORONTO, ONTARIO 


4516 


thought it was a good opportunity, but we had to be 
pretty sure before putting in the equipment to make it 
and buying cartons, etc., and what we did was to take 
a homemaker panel, and we went out on a door-to-door 
study asking for impressions on the Angel Food cake 
mix. We asked the housewife whether she bought it 
in packages and, if so, why, and, if not, why not. 
We came back with two principal answers which stood 
out like two lamp bulbs in the dark: one, the consumer 
thought the product was overpriced for what she was 
getting, because, basically, they chink in terms of 
Angel Food in grandmother's day when it was a 13-egg 
Angel Food. Well, they were getting one that was 
like 64 eggs, but the cost was more than 13 eggs. 
There was 12 and 14 ounces of Angel Food for 61 

cents in package at retail. “The product is over- 
priced,’ says the consumer, We visualized marketing 
a 17-ounce package and try to make a reasonable profit 
for our operacing expenses, and set it at approximately 
57 to 59 cents. when I say “approximately 57 to 59” 
it is because until you do it, the paper work figures 
don't mean too much until you get your production cost, 
and so forth. That was one problem. 

However, there was another one: in distri- 
bution in the Canadian market, there were not enough 
13-egg Angel Food pans to make 13-egg Angel Food cakes. 
Wie called in three of the. leading pan manufacturers 
in Canada and explained the problem. We took them 
through the Betty Crocker department, and we had one 


cake baked from flour and a store-baked one, and we 
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"said, "That is our problem. We want to market this 


mix, and we don't have pans on the market to hold the 
product, and if it starts to run over the oven we will 
be better off not to come out with the thing. Well, 
Supreme Aluminum decided, "This is a real problem and 

a real opportunity.” Opportunities and problems always 


go together; you cannot divorce them. They went into 


production of this pan and we got into a tied-in pro- 


motion with them: they bought packages from us and 

put it inside the pan and put it into hardware stores, 
and the consumer got a free package of Angel Food. 
They had to have a reason for coming out with the large 
size pan when their suppliers and distributors across 
Canada all had the small pan, and they said, "What do 
we do with the small ones?" Now, you can't tell 

them to eat them, but you can sell them on the idea 
that there is a reason for two sizes. That programme 
got under way and, to me, it has been a particular 

pet study of mine since that time because I have 
believed in it so strongly, myself, with the net 
result that the Angel Food classification has more 
than tripled since that time, and the consumers are 
buying Angel Food cake mix at a price, at the retail 
level, of about 25 per cent under what they used to 
pay for a small package, The Angel Food business 
today is No. 3 in Canada; it is right behind white 

and chocolate. One may say "Why?", but, consumers 
buy what they want, and there is an example of what 


developed through a group of people working together 
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the consumer, During chat period of time you might 
say, ‘What happened to white cake and spice cake? 
Did they stop buying those?" Well, they did not, 
In fact, that has been the saving grace of the cake 
mix business, which has not been in too guod a posi- 
tion in the last three or four years. It has been 
on a downward trend, and much of that was as a result 
of the approach on the part of the manufacturers in 
total to what I refer to as destroying the consumer 
value of a product. Consumers want to be serviced, 
and they want quality merchandise, but they don't 
want to be kidded that something is worth more than 
it appears to be. 
THE CHAIRMAN; Thank you very much, 
COMMISSIONER WALTON: I would assume that 
one of the reasons you have been able to keep abreast 
of things is that you have had an expanding market 
which has given you volume? 
MR. RYAN: In the cake mix area? 
COMMISSIONER WALTON: I was thinking par- 
ticularly of cereal, with each one of the different 
manufacturers competing, and yet the cereal industry 
as a whole has gone up 6 per cent and, presumably, as 
long as the potential goes up, then if your volume 
is not necessarily down each year, or your competitors’, 
then there is room for everybody to expand and we may 
come to a saturation point until the babies grow up 
to satisfy it? 
MR. RYAN: Well, there is that possibility, 


but of course, I hope that does not happen because we 
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are not intrigued by the thought of putting out any 
“For Sale’ signs, I don't think there is any limit 
to what can be done in terms of developing the food 
industry in Canada. We have developed a wonderful 
food basket and we have pretty close to 17 million 
stomachs to be fed three times a day, and I don't 
think the consumption of ready-to-eat cereal has 
even begun to approach a plateau which you may say is 
stagnation, as between brands, for the consumer's share. 
It depends entirely upon what manufacturers do in 
total in their marketing programmes and in their 
nutritional approaches to cereals. 

we are currently working on the introduc- 
tion of two high protein cereals, and we were three 
months with the Department of National Health and 
Welfare on those packages alone before we set up our 
production test. First of all, the cereal had to 
measure up to certain protein requirements on the 
part of the Government. It took some doing, because 
we thought we had this thing all licked, and we 
thought every run of this cereal would be at a level 
which would meet the standard, You have to build in 
a cushion because the net result was at about the 
time you get ready to produce, the oat crop comes in 
and it does not necessarily follow that the crop for 
1958 will have the same protein levels as did the 
exop ror 1957, You can lose me there, because I 
am not a chemist, and these are the realities of life 
we are faced with in the retail organization. That 


is the work done with the Department of National Health 
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and Welfare in that area, and these cereals were 
tremendous products which may strike a note with con- 


sumers,. 
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One thing we found in these Studies that 
the Chairman touched on, was the age levels. We 
find for instance that the highest rate of consumption 
for a product like "All-Bran" or bran cereals, is 
in what we call the serutan bracket, after 35, Well, 
we do not have a bran cereal, so we just do not 
have an Opportunity of reaching these people. There 
are areas where you do not reach people, However, 
it may be that those people after 35 might want to 
live to be 85; and they think a protein cereal would 
be good, so we May open up a brand new market for 
that product. That is the kind of thing we have to 
try to do, 

COMMISSIONER WALTON: Well, on page 12, 
you are saying the premiums and coupons are part 
of the promotion, This morning we heard a brief, 
the Retail Merchants Association in Which, “10a 
recall correctly, in the brief they had submitted 
recently, they said premiums and coupons and the 
like, they did not really feel were any more than 
a substitution for price reduction, 

On page 12 you say the premium and coupon 
Operations are not reflected in terms of cost to 
the consumer, 

MR. RYAN: I qualified that, if you 
remember, I say the normal shelf price. 

COMMISSIONER WALTON: But if in your particu- 
lar industry, outside of promotion, using these other 
things, have you tried cost reduction to see if this 


is one of the things that is important to the 
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consumer and that they would buy? Is it ineffective 
in your view? 

MR. RYAN: We have a variation in the 
various things that products that will reflect. 
For instance, you may take a good item that will do 
a great deal to stimulate your sales of that product, 
and it may be the price level. Then, there are 
other -products that, believe it or not, you could 
cut the price in half, and those products will not 
move much faster. It depends to a degree upon the 
consumer: Acceptance of the product and the price. 
To give you an idea of how serious this can be, at 
times I have seen in my career this business -- 
at times a distributor or his printer would make a 
mistake, his product at that time would sell for 
2 for 41 cents on a good week-end, and somebody made 
a mistake and said it was 2 for 11 cents. That has 
happened, and, depending on who is responsible 
for the ad, they have to re-run it. Probably someone 
gets fired, but the surprising thing is, even at 
2 for 11 cents, you would think there would be 
trailer trucks to take them away to the homes, but 
it does not do the job. 

A woman can only buy a certain number 
of cereals and use them at a normal rate of con- 
Sumption, and expect the product to be fresh. We 
are not interested in the consumers taking 12 pack- 
ages of Wheatees at a time, I would love to do it 
if they lasted for 12 days, but if I think they 


are going to last 12 months, then I have lost that 
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consumer, because the shelf profit comes into it. 

Now, let us take a package that had the 
R.C.A.F. crest, that was actually a rather effective 
promotion, because boys and girls, even girls today 
have rather a keen interest in aviation, and space 
trips and everything else, and tney see these things, 
and they buy them. That happened to reach those 
children, and perhaps they put a package of Wheatees 
or cereals in the family for the first time, 
and then because it was there, porhaps the adults 
started to eat it for the first time, and we have 
a new consumer of that particular product at 
least temporarily, and as long as we serve 
ner properly. 

Now, let us say you have a package with 
five cents off; a. child is not going to get excited 
about it for one minute. He may have been the 
person who led the mother over to the cereal rack, 
and said, "I want this R.C.A.F. crest", but he would 
not get excited about five cents off, perhaps he 
does not know what it means. 

COMMISSIONER WALTON: You know some women 
do not like that sort of thing, we have been told 
that. 

MR. RYAN: I can understand that, because 
in our own family, there are times when things come 
in, and it is rather disturbing for me being general 
manager of the company, and going home and finding 
competitive products in the pantry, because someone 


has a better deal than we have. 
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COMMISSIONER DRUMMOND: You made a 
distinction, as the Chairman said, between advertising 
and promotion. 

MR. RYAN: Yes. 

COMMISSIONER DRUMMOND: We wondered at 
different times just what that distinction may be. 
What is your interpretation? 

MR. RYAN: The difference between advertising 
and promotion, in a large term of reference, we say 
advertising is basically what we are bringing to 
the consumer, whether it be in the form fehi es chameey rr 
radio or television. A promotion is something 
that is more of a physical stimulation, it is 
created not only through the routine perhaps, 
put generally on the promotional side we say there 
is more man effort going behind the promotion. 

As I was indicating to the Chairman 
some time ago, if we have a promotion, and if that 
promotion is designed to increase our business 
on a certain product or give our sales trend a bulge, 
unless something happens to that promotion after 
it leaves us, then we have only kidded ourselves 
so the sales department has to get into the act. 

They cannot get into the act to the same degree in 
respect of a national television show you may have 
on the C.B.C. Certainly he will ask the customers 
to wateh the Bob. Cummings show on Sunday night, 

but he cannot tell them that 52 nights a year, 
because it loses its punch. Promotion in our 


terms of reference is directed more to consumers 
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through our distributors. 

COMMISSIONER DRUMMOND: Which is a way 
of saying, I take it, that advertising firms play 
avery Little; af any part in promotion as such. 

MR. RYAN: They may come up with recom- 
mendations at times. Now, our advertising promotion 
budget is a kind of a lump sum of dollars, but it 
is clearly defined, so you are wt getting off on 
one track to the expense of the others. 

COMMISSIONER DRUMMOND: In the middle of 
page 5 you say you are in competition for the 
consumer dollar in an extremely broad range of items, 
would you say that is really the type of competition 


that makes this industry highly competitive? 
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MR. RYAN: Well, it makes it competitive 
for us in that area. Now, I don't think that that 
Term of Reference there exactly, Mr. Drummond, is 
totally responsible for this surely competitive busi- 
ness in the food business, because the food business 
today is a very competitive business. I think back 
in my day, for example, retailing -- I remember 
selling 100 pounds of potatoes for 79 cents, and you 
had to work twice as hard for a dollar sale. Even 
though there were fewer items and prices and wages 
were lower and everything was lower, the business 
was still just as competitive as it is today. if 
haven't sensed any relief because there are more 
items, that I am living any easier as a merchandiser 
Diecood products, This is a very stimulating 
business, 

COMMISSIONER DRUMMOND: I would think it 
would be more stimulating and more competitive as 
those items increased? 

MR, RYAN; Well, the stomach can only 
hold so much at a given time, and if the manufacturer 
is on the beam with the consumer, and if he is try- 
ing to get a feel, at least, of what she is thinking 
-- down in our bridge club at Port Credit, after 
the bridge game is over the conversation goes in 
two directions: the women go one way and they talk 
about food, and the men go another way and they talk 
about business, I admire my wife, for example, the 


terrific enthusiasm she has. Sometimes I don't tell 


—___|} her about it because maybe I will bore her, so I don't 
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want to bother her with all my problems; and once in 
a while she comes back with a package and she says, 
“you didn't even tell me you introduced this.” Well, 
when you get that type of thing from your own family, 
I think it is wonderful. 

We have got a lot of productivity available 
to us in Canada; we have a lot of things to be sold. 

COMMISSIONER DRUMMOND: we have been told 
on several occasions that the modern store has some- 
thing in the nature of six thousand items. There may 
be some of them non-food. 

MR. YAN: That is right. 

COMMISSIONER DRUMMOND: In any case, the 
number of them is steadily increasing, and I take it 
from your brief chat the number of your particular 
items is steadily increasing. Now, since you have 
just indicated that, at any one time, and I suppose 
at all times, really, it has limitations, chemical 
limitations, it must follow that as the total number 
of items expands, multiplies, the consumers as 4 
class must take a smaller fraction of the total num- 
ber of items? 

MR, YAN: Well, Mr. Drummond, there is 
a sequel to this parallel of the number of items 
and the number of items that are introduced in the 
course of a year. Now, I wouldn't want to be 
quoted on these figures. I think during the course 
of the year the average good, aggressive distributor 
who is trying to provide, within the square footage 


of floor space he has available, as broad an 
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assortment as he can physically do, He will take 
on a thousand new products a year, roughly, but while 
he has done that he has discontinued seven hundred, 
so the net gain at the end of the year is approxi- 
mately two hundred or three hundred new items, So 
that is even a bit bewildering to some of my new 
customers who remind us how many there are, and then 
it becomes our responsibility to remind them how many 
they threw out. 

Now, we are not in business to try to grind 
axes or prove points, We have got to be able to 
satisfy the consumer and the distributors in relation 
to our turnover. We have already taken off the 
market three products last year, and I will estimate 
this year we will probably discontinue about two more, 
There is nothing wrong with those products, except 
you may get into the area of a specialty flavour. 

We had a Peanut Delight cake mix, for 
example, but after a while the people got tired of 
it. We made a rather intensive research on that 
before we tried to destroy the consumer franchise or 
take it off the market. So now the problem of 
Peanut Delight cake mix -- it is a child's food, 
dessert, basically, but the mother does the shopping 
and she says that Johnny can get his peanut butter 
out of the jar; I want to feed the others chocolate 
cake mix, £o when we see ourselves in Toronto 
On a product that is going on a downward trend, we 
wil surely try to reverse those trends, but we are 


hot going to spend a lot of money on that, because if 
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the snow is starting melt, there is nothing will make 
it dry up very fast: 

COMMISSIONER DRUMMOND: Now, let us 
assume that that certainly is the case, that a very 
large fraction of the items are thrown out for one 
reason or another. But you say a significant frac- 
tion of them are not only retained but there is a con- 
tinuous increase of the number that are left. Now, 
it seems to me, as a consumer, to take any of those 
250 extra items, chat we must take less of every item 
that we take in order to do so. 

MR. RYAN: Well, that varies to a degree, 
too, Mr. Drummond, Sometimes -- now, when you say 
400 items that sounds like an awful lot of items, but 
about 25 of them might be in the fruit and vegetable 
class, and we are not talking about 200 new brands 
of cake mix or cigarettes. Now, I quote those 
figures, and I realize our distributors, who try to 
build up this wall of resistance, will dig down and 
give reasons why -- their walls are bulging -- but 
it has been the new products and new ideas that have 
really built the supermarket as we know it today, 
that is the business of providing the consumer with 
the finest bread basket Canada has ever seen. 

COMMISSIONER DRUMMOND: Since the total 
number of items that have been sold is increasing 
as time goes on, and since we have these physical 
limitations, it seems to me that all firms, not just 
firms in your particular instance, but all food 


suppliers should all have to compete with all the 


, 7 7 
abldin L1IO" yal iad ei otis. (lbw geben 
Sand Cte 

saat wo neste venoreeriniy © 

| a yioy cs yadt “aegites  oaPh ah: yicietiss “ Seu Suan 
a sh yor jo tye Va sys amusk 5d) te sehen 


pee RTI. ee ee Oe “7 
epnek adn iregia’ s yee’ voy’ wit: wedges ne 


| SES oot ett sad dkatesst vine 263%oxe Oe is air 


: tachy “hoy oak [2S sete sad 2 eoderaak” » 
. 


. Jace tis Wan. ats oe qaoe> » oe <Hi oe emesa IF 
may Vase ‘o adut S8bd Neue ow 2a _ Sti i ‘prix: oes i 
“60° Gh bo 20bi6 at Son Geugedh : 

. ; ve ik - aa vat ee SRF e fare “HERG git / 
dha toy hee ON +s ease? , botnet .st ood 

fig (20841 6 vo! NAwe BF Sat) abaeee sete emesk GOR ; 
Sig o88Y UAL aheya 28s ai yd orem newly Yo Bh deods ' 
+ 


Pr oseisids HN ea hee Sear at F ae ae 5 - : 
SRHESG UGH Phe ob098 pulding dba otk ow/onn cadets FI 


=> ase 


ion? “pase f 4wok :dvIIGseRES 2 im SES Zo 7 

1s i] 
bbe? 3 he , esemnde 
yity Tits ;(280Ajs+ee4 40 thew alae qe Biied 


hah ss . ‘ ,% Me : i r eh =e x Lae a. ae » . ¥ : 
yd. +% gata tad gxd BESy Stents xo ety aPties oviQ 


ate a i Jem : : Pa caer ' ry " ef, 
awed gadd weeh « Rite 3 Whee wah ae aed ara 3f 
\Vaba Pwr ' rateee ‘ey cafe “pags ath era ong pushed ae 
(Gil Yeeniknbe ditty HO SPTO we WS whee Sey ‘ot Sa 
“aos win Gat cethen whet teen ceed gee 
i 

* Sat hi eels : < - = 
fejos si sHhis  *:cwOtiieia abeorvereen “a 
. ab et bt fh the dysudly anh: SHidily soot Bp yathtnierey 
Tetris i. fle. oye a ; ; 

olatis s26 Sver ww Soni® Bue. ,ne eseg omld Be 


PRS | . yt Pa 


i a igo) eae 
aut. jJon Gore? 


H Pal 33%. 7 el be - re: = 
ditty “ta‘os Woo 22 anolie ria) 


+ eat : a6 ; 
‘eHot Tie Shi /hagahe Varies aq tein a 


ate 2; S” a oe 
ods tte! mate #3 aA Fie sb Sane is 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4530 


others for their share, that they must have to work 
harder in order to get their share as time goes on. 
Making it more concrete, perhaps, since we are discus- 
sing prumotional type of marketing, as time goes on 
you will have to incur more and more advertising and 
promotional expense in order to get this same manu- 
facturing marketing result? 

MR. RYAN: That could be so if the company 
decided to be static, and even to the extent of being 
smug or proud of this wonderful product we have had 
over here for fifty years, but if it was losing con- 
sumer appeal, they could spend ail the money and all 
the promotion behind it which won't revive it to 
the popularity it once enjoyed. We may, for example, 


find turselves five years from now in some different 


food classifisations, but we might also at the same 
time be completely out of one that you are talking 
about today, and Mrs, Walton and her friends and 
millions wf housewives and mothers across Canada are 
going to decide that. 

COMMISSIONER DRUMMOND: I might remark 
that since we are living in this extremely dynamic 
economy we are going to change as time goes on, but 
if it is likely to be the ease that we are going to 
increase the number, then it seems to me we are going 
to have to get the resulc which I indicated before. 
Now, that would seem to indicate that as time goes 
on we could anticipate that those particular: pro- 
duets which require or incur expense would become a 


——— | larger and larger part of the total spread. 
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MR. RYAN; Well, Mr. Drummond, in that 
area the very thing that can determine the spread and 
the growth of your consumer advertising and/or promo- 
tional budget is the cost of the merchandise you sell, 
because we don't have any machinery in our plant that 
makes Canadian dollars, and all we can make is a pro- 
duct to sell for which we can get money back, and if 
our business is showing a downward trend to what it 
may be, then we would have to revise our consumer 
budget and appropriation, because there is a limitation 
to what can be dome. 

COMMISSIONER DRUMMOND; There is a 
diminishing return? 


MR, RYAN; That is right. 
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COMMISSIONER DRUMMOND: ‘That is the point, 
diminishing returns, 

MR. RYAN: That is pion Gar. 

COMMISSIONER DRUMMOND: Would you say it 
very simply that you would feel in your industry or 
in your firm that you would be really competing 
when you are diversifing your products? 

MR. RYAN: Well, it goes two ways. First 
of all you recognize as you come out -- we have come 
out with two or three rather unique products in 
the last several months. For example, meringue 
mix. You cannot say nobody else manufactures 
meringue mix and that the consumer would not be able 
to buy meringue mix. Maybe she would have bought a 
cake mix instead, but the point is that she would 
not eat all cake mixes and so She can also see this 
meringue mix, and we get one more area of this food 
purchase because in the dessert classification it 
is amazing in our Betty Crocker Department, which is 
a very very important part of our business in the 
Toronto plant -- if housewives are having a party, 
Bet US say a Special kind of party, and there ig 
not too much they can do to compete with each other 
in dresses because you can exhaust your husband's 
pay cheque pretty fast in that area, so sometimes 
you can get into this particular kind or type of 
entertaining that you do in food ideas that you 
are serving to your friends whether it is the girls 
or the bridge club or a church group or something 


of that kind. They will call at the Betty Crocker 
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department and say "We want to do this and so. How 
do I do this?" You see. The idéa that she gets 


then at that time is worth a million dollars to 


her. The ideas we have with our product is the 
result of water dripping on the stone. Here is a 
case in point. We just recently came out with 


two chiffon cake mixes which are a very very difficult 


cake to make commercially, and rather rough to make 
at home. I don't know whether you have ever tried 
to make one, Mrs. Walton, but chiffon cake is not 
easy to make, so a very good friend of mine in 

the industry told me his wife was worried, she 
wanted to know when Betty Crocker was going to 
come out with a chiffon cake mix. I knew it was 
under consideration, but I didn't want to do any 
talking, so I couldn't say anything. We happened 
to be out at a dinner one night, and she said, I 
Still want to have a chiffon cake mix. So, about 
ten days later we introduced one, and I wrote to 
herand I said, “Dear Vera: I am so glad that you 
are so happy with this new cake mix introduction, 
and I hope your enthusiasm runs off to your husband, 
Harry, who is going to have to find space for it in 
the supermarkets." She was only a party of one, 
but we have had many, many calls for chiffon cake 
mixes. Well, if the consumer asks us to go into 
business on something on which you can make a profit 
and provide a turnover, you would not fight with 
her too long. 


COMMISSIONER DRUMMOND: This is based on 
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one of the questions Mrs. Walton raised in the middle 
of page 6 you say: "We believe that consumers will 
purchase products based upon the value, service and 
eonvenience they represent in their minds and not 
simply because of periodic price activities." 

I interpret that to mean you feel that 
the consumers place certain values on the service 
and convenience and so forth, and that actually plays 
a bigger part in their determination to buy or nat to 
buy, than any price deal you would be inclined to 
offer. 

MR. RYAN: We feel very very strongly about 
that, Mr. Drummond, because there again price 
acitivity can at best -- if you are trying to run a 
successful and sound business only be temporary. 
If it becomes your method of doing business, you are 
Starting to get into what we referred to as the 
huckster business; just trying to sell apples from 
a wagon, Then you have not established any brand 
loyalties for one thing. 

I think the average housewife -- I may say -- 
in that area we recognize in our type of product 
of the baking classification, that we do not appeal 
to all of the consumers,,and we do not appeal to all 
Salary levels or income levels because there is a 
certain amount of people who may have a family of 
12 or 14, and who think it is far simpler to continue 
to bake a cake out of a 25-pound bag of flour. 

Again, a very important part of our Betty 


Crocker Department is that they can conduct these 
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tours for homemaker groups, and bridge groups and 
church groups and so on who go through our kitchen 
and go through our plant and laboratories, and this 
brings back‘to us the story of the value they have 
received from our product. 

COMMISSIONER DRUMMOND: I will close with 
this general observation you use, I think, around 
page ll. 

MR. RYAN: Yes sir. 

COMMISSIONER DRUMMOND: In explaining seme 
of these advantages or the alleged advantages of 
some of these promotional practices, and I am simply 
observing that at least some of the people who have 
appeared before us felt that all of those engaged 
in distribution of food products are supposed to 
be selling food rather than such things as history 
and instructions in hockey, and a whole lot of other 
such matters. They think that is a business that 
should be left to those who are specially equipped 
or specially supposed to be organized for that 
specific purpose, and that all those engaged in the 
food business should stick to the food business. 
That is just an observation we have had and we have 
had quite a lot of it. 

MR. RYAN: Well, Mr. Drummond, I will attemp 
to answer your question because that is probably the 
broadest question that has been broached in the last 
15 or 20 minutes. Dr. Stewart and Mrs. Walton 
did pretty good too. 


We do try -- we feel that nutrition is a ve 
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very important part of our way of life today. Now, 

I am not saying we are sitting down in our weston 
plant, or the other cereal manufacturers are, 

with halos on their heads Saying we are just 

doing this for the poor suffering children of Canada, 
because we are in business to pay our bills, and 

to eek out an existence for ourselves, and this 

just happens to be the industry we have come to be 
in, you see. 

However, you can stand up at the DULpPIG, 
and you can preach the word of God, and you don't get 
your stories through to all of the people. The 
Same thing with ready to eat cereals. You can tell 
them how many muscles Wheatees will put in your 
arms, but until you get the Wheaties into their 
stomachs it won't reach the arm. Our problem is 
how do we get these things into the home in the 
first place, because basically -- I went into the 
restaurant here at the Chateau this morning and at 
noon today, and the restaurants are so crowded that 
you can't find a chair and I thought Oh boy, this 
is wonderful. If we could just get these people 
to eat the same amount of meals when they are at 
home, my business problems are at least partially 
solved because breakfast is a hit and run game in 
the average family. 

I know in our own family, it was a cup of 
tea or a cup of coffee, and a glass of orange juice 
at the kitchen counter, and when the kiddies came 


into the family they you started to teach them all 
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things you did not pay any attention to yourself 
when you were their age. You say, "Now Johnny, you 
are going to sit down and you are going to have a 
full bowl of Wheati2s before you go to school this 
morning, becsuse you need something in your stomach". 
Then you are going to have to make a Christian 

out of yourself, You have to sit down and join him, 
and you have to eat the thing yourself, 

Whether it was a hockey picture or something 
else that got that into the home, I don't know --. 
There eve a lot worse things in the world, because 
there are many commodities that are on the market 
and sold, that do a lot more harm to families. 

I heard an excellent story the other day. 
There was a sign that happened to be in a pub which 
had to do with one of these perpetual drunks that 
came in. Finally ' the bartender started to 
get conscience stricken about this man coming in and 
drinking all his money up, and wheeling out and 
probably going home and beating the wife and the 
kids, you know, so he finally got a sign, and he 
put the sign up. He says, -- these figures are 
not exactly correct, but they serve the purpose -- 
they put the sign up and he said "If you want to be 
a drunk, why don't you start your own business". 

You can go home and sit in your recreation room 

or your living room, and drink yourself silly every 
day and every night of the week. Then as you do this 
you give syour’wife $55 to go down to buy a case of 


Canadian Club. Then you pay her 60 cents a drink. 


iy eruidob wot ayes Y =| hoa era somal 


re 2 
Shamoin wie, ch gutowoantG Sett ao @arioee «guilsrrom , 


jad if °s baw eop © -¢, a7 we i deat  iliemmey $e tao 


‘teeny oo pelIneyse*: vom Weg rep MD: “og 


A esd of ation “4 voy ine el theme actog ats 
in. 
eittoleakee ad crocs, erotetT wa pei Tavera eae 


shideber) « Ailend 2 averoad Be tepy San eee 


i. Sivoo, Rid y og a ° 5a i wet POX ‘bra 


v7 


LAugin tinab I. mod ots O68 CO teat onl¢ 
ine afd of eaabrst sever dol sega See 
‘ayia ait ce > ¢ Jae esl laine SAS eee 
totibine? of vee orem gol a ob gadd 4Baos eae 

Web. sorte silt yaos) one iisuny ret beeod. I 
dbfty site nb sd cd benegial Sat tiga geen eee 


tei2 -g9frach  Ighverersg Hosily “bee. aw ‘hod Bast 


tne? 


. ie 
5 _ ae 7 T 
Mise) Fa) 4 Ay oo ERS WOES Gals ease : gas ere 


1 oT. tov, - a . é ms an a 
oF rt et SERA 85455 . ri 4 wo reas ae at vag teler) wis 
, Se 


q ‘ Sl) ics 
46 DIir yi an ar ite ted Sr Kyat es gy ta! ‘uz 7 
- ry : Reoe ke 
SF OAK. >. 2 tom wilemt) of Oe, (wert 201 


nS BES at Py ie ted ,26eSiee 9. TORK 
FS) aggw ocg SE” Show orl Gee A@tS ont oe qone 
‘ . ae a eet 
Casiteod pwe seg Make voy nee a ne 
imax (0 “Sean Woy RE Bie Ite seit ol andy BOE 
b by ' > ts a - ZEEE ¢ 
ifeamve dint Bin won salve? mot e849 
vox se neth) .Adew ari to Selgin teres bes att 
LQ Eta & Yd "@ mwah s Oc acy ani: pty ov.tys wae . 
RIT co qgigo Of = aay ary ced? ~ d000-1athanet 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4538 


Eventually from this $55 you gave her, you get enough 
money to buy another $55-worth of whisky, plus the 
Dror . nis Cat GO Of for all sorts of years. 

And finally the man dies of the drink, and his wife 
is rewarded from all these transactions by $130,000 
ico eb, 

Now she can go out, and marry the kind of 
man she should have pene ae the first place. 

So this is stilY operation of these 
things. You cannot estimate what the people are 
going to do or what they are going to think. I 
an nou sorry 1 am in the food business. I think I 
am in the best business in the world. 

COMMISSIONER DRUMMOND: There is a very very 
interesting contrast between the practices being 
used today and those used in former years. I have 
rather a vivid recollection of sort of not wanting 
to take my porridge for breakfast when there wasn't 
sufficient salt or something like that, and the 
answer was very simple "You take it or you won't 
have anything". That was all that was necessary. 

MR. RYAN: Dr. Drummond, the change 
there is very radical. Even while we are sitting 
here talking about them, I venture to say some of the 
ideas we thought about a month ago that we would be 
doing this winter are pretty well becoming obsolete. 
This is a pretty fast moving game today. These 
girls are stepping pretty fast today, and the money 


is flowing through their fingers today faster. Unless 


| we are going to get on the merry-go-round and grab 


some of those brass rings we won't be around. 
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COMMISSIONER WALTON: By implication 
I would assume customers have a short-time memory on 
prices or price reductions, and that your promotional 
is a long-range and serves the purpose of promoting --- 
MR, RYAN: That will vary by products. 
COMMISSIONER WALTON: Yes? 


MR, RYAN; That reminds me: about three 


or four weeks ago I was out playing golf and there 
happened to be a chap and his wife ahead of us. The 
leaves were falling pretty fast and she lost a golf 
ball in a pile of leaves, They were taking a sort of 
a circular course, looking for the ball, and he came 
back to where she was, and they had let three four- 
somes go through while looking for the ball, and I 
said, “Are you going to spend the whole day raking 
leaves?" And she said, “If you had to manage the 
money in my family you would look for it too. He 
would have put dowa another one and played on. A 
dollar is a dollar to me.” Now, in something else 
a dollar may not mean anything to her. It is the 
difference between consumers' interests. We can 
take as an example the prices regarding soap, because, 
regardless of the commercial impact and the ideas 
dreamed up by geniuses, there is no good quality 

Soap on the market today that will remove the skin 
off anybody's hands, it also depends on the purpose 
you are going to use it for. However, in a package 
of cake mix the housewife has to do something with it, 
and I think the strongest point in our favour in the 


cake mix business today is because we happen to have a 
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fresh egg cake mix where, at least, she is not com- 
plecely brain-washed; she has to do something with our 
product. She has to make it up, and she has to take 
her two little hands and break the egg and make up 
this cake. That gives her a feeling of doing some- 
thing with the product. So, the responses that you 
get will vary a great deai as it applies to the various 
products, 

THE CHAIRMAN: It has been most interest- 


ing, and thank you very much, Mr. Ryan. 


---Short recess, 
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Submission of 
THE CANADIAN RETAIL FEDERATION 
Appearances: 
Mr. E. F,. K. Nelson General Manager 
THE CHATRMAN; We will hear a submission 


on behalf of The Canadian Retail Federation to be pre- 
sented by Mr. E. F. K. Nelson, General Manager. 

comb’ T37T NO. 86: Submission of The Canadian 

Retail Federation, 

MR. NELSON: Mr. Chairman and members of 
the Royal Commission, this submission has been prepared 
and is submitted by the Canadian Retail Federation on 
behalf of its retail food membership. 

The Federation is a voluntary retail trade 
association, national in scope, which includes in its 
membership both indivicual companies and other trade 
associations, ts direct membership includes most 
types of retail store operation ranging from single 
medium-sized establishments to large corporate organiz- 
ations, These are distributed from coast to coast and 
include many varieties of independent, chain and de- 
partmental stores, 

Nearly forty national, provincial and 
municipai associations hold membership in the Federa- 
tion, These remain fully independent bodies which, 


from time to time, find in the Federation a central 
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medium to be employed when the interests of its com- 
ponents seem to be best served by cooperative under- 
takings. 

Factors Affecting Food Distribution: 
Changes in our society play an important part in shaping 
food distribution. Canada's system of food distribu- 
tion forms part of the society and economy that it 
serves, it seems worth while, therefore, to note 
that the Canadian society and its economy are far from 


static and that they have changed over the years, often 


at an uneven rate, and are continuing to change and evolve. 
Where once Canada's population was to be found mainly in 
its rural areas, now the biggest percentage of Canadians 
live in cur urban centres, which have tended to develop 
widespread suburbs, Some three million of seventeen 
million Canadians live, for instance, in two great 
metropolitan areas -- Toronto and Montreal. 

Our real incomes are larger than they once 
were and appear likely to continue to grow. The 
availability of some extra income over and above that 
needed for the basic necessities of life is reflected 
in a Canadian standard of living which, while varying 
among individuais and different parts of the country, 
must still be considered to be very high in terms of 
most human experience past and present. 

The portion of our iabour force centred in 
agriculture and other rural occvpations has decreased 
as workers have moved to our towns and cities, into 
the factories and the various commercial and service 


industries, This shift of workers from agriculture 
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seems to reflect two changes -- 1, an increasing 

productivity in agriculture enabling a smaller work 
force to produce more than was previously the case, 
and 2, increasing urbanization tending to increase 


the complexity of distribution and to create an upward 


pressure on its costs, requiring more efficiency on the 
part of the distributor to avoid a widening of the 
price spread, 

The continued trend in agriculture to 
specialization in geographical areas is also worthy 


of note, The market area presumably must draw on 


more remote regions for its supplies, increasing the 
demands upon transportation and distribution. 

In terms of percentage of the labour force, 
the participation of women has been increasing steadily. 
Women constituted 13.3 per cent of the labour force in 
1901 and 23.0 per cent in 1956. In 1956,5153621,000 
women were in the labour force representing one quarter 


of the country's female population of fourteen years 


—eeeeeeeeeeoeeeee—E—E—ET—T———— 


and over. This included almost a quarter of a million 
married women in the labour force, not counting those 
divorced, widowed or separated. The working wife is, 
therefore, an everyday phenomenon of mid-twentieth 
century Canada and the combination of the resultant 
increased family income and extra demands upon her 
time have had interesting effects upon the demand for 
processed and semi-processed food products. 

The general use of the motor car has played 
its important part in the development of shopping 


centres and the large supermarkets of today, which 
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must draw on a widespread population to economically 
justify their dimensions. 

These are only some of the factors that 
have helped to shape the food distributive system as we 
now know it, but they will serve as some indications 
of the relationship between a changing society and 
economy and its food distribution arrangements, 

Food Distribution: Food distribution is 
complex, subject to competitive pressures and changes 
in form. While manufacturers and processors have 
their distributive function, distribution is normally 
divided into two parts -- wholesale and retail. It is 
typical of our complicated economy that, while these 
two functions can be often separately identified, 
frequently they are blended together into one overall 
operation, Thus, in addition to the wholesaler and 
the retailer as they once existed quite separately, we 
now have retailers performing the wholesale function 
and wholesalers so identified with groups of retailers 
that the combination operates as a single team. 

Today in Canada most food is sold at 
retail through what is known as the combination store 
-- that is, the store that sells both groceries and 
meats. However, significant quantities of food are 
also sold at retail through a variety of other distri- 
butive agencies, There is the individual independent 
grocer and the voluntary chain created out of an 
alliance between wholesale and independent retail 
entities, The consumer co-operative deserves a 


Separate classification because, while as a store it is 
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frequently physically similar to others, it operates 
on a different basis of ownership and financial 
arrangement, 

The corporate chaim has become significant 
of late years and the smaller independent multiple shop 
operator is becoming quite common. The department 
store has in many cases left the food field but food is 
still a significant item in other department stores, 
some of which also have connections with wholesalers 
and voluntary chain organizations. The general store 
is still a factor in the food business, and the inde- 
pendent meat dealer, the fruit and vegetable store, the 
farmers' markec, the door-to-door salesman and the 
wayside stand are also components of our food distribu- 
tive system, It is worth while noting here in passing 
that some chains have taken over wholesaling functions, 
buying directly from the manufacturer or farmer and 
operating their own warehouses. 

The two major types of food retailers are 
often classified as chain and independent. This 
classification, however, tends to ignore other impor- 
tant elements mentioned above, and in any event casual 
identification is often rather arbitrary and somewhat 
unreal, Any comparisons made here between the chain 
and independent food distributor are simply for the 
purpose of noting typical characteristics, It must 
be realized that the dynamic development of both types 
of food retailers keeps them in a state of more or 
less constant change as they attempt to adapt them- 


selves and their services to what they conceive to be 
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most acceptable to the consumer, This results in a 
considerable blurring of the lines of demarcation 
between them, It is generally true to say that the 
borderlines between the various types of retail food 


distribution are tending constantly to shift as each 


form changes and adapts itself to meet competitive 
| conditions and consumer demands. 
Independent stores are generally single 


proprietorships or partnerships and chains in their 


| larger forms are often corporations, but multiple 
units are no longer uncommon among independents and 
the development of the voluntary chain in a variety 
of forms represents a type of chain operation 

characterized by individual ownership of one or more 


| participating outlets and combining the retention of 


| ownership with the business discipline, the volume and 
the efficiencies typical of the corporate chain. 

Identification with che neighbourhood ser- 

| ved, individual services and personal contacts by the 


owner are advantages or characteristics usual2y asso- 


ciated with the independent store. The efficient 
combination of the wholesale and retail funetions, 

| large investment in warehouse and supermarkets, wide 
parking areas, and the opportunities for careers that 
larger firms can offer are some of the characteristics 
of the modern chain. It should be noted, however, 
that some of these characteristics are sometimes being 
assumed by independent organizations. 


It is probably not pertinent to this brief 


to review the competitive history of the corporate chain 
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and the independent food merchant, The information re- 
lating to this is readily available in the annual reports 
of the Dominion Bureau of Statistics and no doubt has 
already been studied in detail by the Commission, 

The structure of the food retailing industry 
has changed at an increasing pace over the years and thes 
changes reflect attempts on the part of food retailers 
to adjust to changing conditions and to develop more 
efficient ways of offering their services to the public, 
In the past three decades there have been three signifi- 


cant developments which have changed methods in food dis- 


| tribution considerably. The growth of the chain store, 


the development of self-service, and the introduction of 
the supermarket have all resulted in drastic changes 
in food retailing. 

The significant growth of the chain store 
began in the 1920's. The drift of population to the 
cities and the widespread use of the motor car created a 


concentrated market sufficient to allow the chains to 


| apply mass distribution methods to food retailing in 


much the same way as industry has developed mass produc- 
tion techniques, 

Their growth was based on operating effi- 
ciencies in distribution. The chains were able to 
assume the wholesaling function through the combination 
of the purchasing power of numbers of retail outlets. 
This resulted in the elimination of some of the acti- 
vities which were required when the independent whole- 
saler was distributing to a large number of individually 


owned stores. The chains were also able to develop 


| — 


speia © 
dete. = 


& s mF * < ee q ae Aes oe > 4 s. Rh, a 
fovea: Beck en ger OA fer [a Wl on tl ner san 


to 
Bae ik Nal ie - x 4 - TEI, wa, ve 
pee ae Cas Y aa? Sota Gok) 


Ste. GS AHegey eek al MME he ease RE : 
. f y } to 
- be Sah SPE cer a. f ia SMe rate as 
Se PRY patyes eh BEA Send sie Lots : Wrist ery oe . eet EU 
. i i & eA: rn : : os! 
ele ah 2 Bt way Ry Ory it Se Ghd ea bos (fa) Tae es eam 


on 

. ‘‘ +. 
fe 3 c - i poate ae ny hy 
Sas i Wee ae bs rn ES ee Sree eS vee 


lees 


ig ea wus hay 


aed isd lalasd «ed Pea ae wes DiC scandent neat ae 


Da 
=i: ee 7 a : a . a7 i 3 +5 
aps , CDR head ot he = ob ft Aus re ta OE ae | 
ez oa me oe eae Po . - ; ale. to 7 me 
ea Fs Se EEE ES COU Pepa ete Sate a mrs pores cf “inte store, : 
Fate Pidbletye. .Le Dk ia Pere ee: ne f i) Le Pa CRS SN oes 
- r a. f eee ny ee 
has file Jon EA 3 eee meek 2 Mies? 45s. pen et elas 
- a - 
as Oa Pa me Fr : < 2 94 pip, a Re is > 
i ES % sf a 5 nea) i oa ae ' ry Le Pig eh Xie é ath! iS iy tiv 
*., + » } 
Sk ST, Fe ES ER Me 


- 4 a as = =, ee “7 - 4 - f . P 
*y08 2i Sa Ve WT ie Bape oa ap edie uh a Py Pe 
s 
m eee « ey .. gS IS q 3 = iy a, $40 ss * 
fl. SST ft. SL ayer Seer 2 ba 8 seo wer aia ints Sl ag Vir 
F 
. ’ or 
< " SPE SIG ot DS a Pah Meee Ves ee i? aera 
2 t iT 
fi. ; Pas (3 ie am oe : Pi 1 he 
; 
rs - I Na ¥v 
Tithe eR tw Tae BatS £25 2 Vee ues eo 
q BRE NE VISA ie ¥ a aes oO). nga ne Bx ae E ’ ‘ 
‘ _—- 
" Ps a en id 4 > ‘jag Lod (TP 
Pe MOM SA da Os ct Ga PA wine) i ¥ Par iano Ve we reds PPE 


| 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4548 


specialists in buying and in management and to provide 

a close coordination of the wholesaling and retailing 
functions under one management, These changes resulted 
in lower operating costs, 

The chains were offering a somewhat dif- 
ferent bundle of services, They sold for cash and 
largely eliminated free delivery. Thus, they passed 
on to the consumer some of the retail functions, 

They also concentrated on high-turnover items intended 
to eliminate the high cost service of providing 
specialty items, all of which resulted in lower prices 
to the consumer, In view of less risk of deteriora- 
tion, smaller storage space was required per unit of 
sales, and lower cost for inventories, The chains dis- 
played the ability to offer uniform quality and to 
inform the public by widespread advertising of prices 
and services offered. The chain, then, was able to 
offer economies of scale at the wholesale level and 
the economies of standard services to all customers, 

Self-service has been the key to much of 
the success of the modern food store. Offered first 
about 1916, self-service is now involved in a large 
percentage of retail food sales. Indeed, considering 
the enormous quantity of merchandise passing daily 
through the larger stores self-service has become 
literally an economic necessity to most food merchants 
of any size, the same being generally true of "cash 


and carry’. 
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Self-service during the inflationary years has 
been an economy without which food prices would have 
risen further than has actually been the case. Under 
self-service the products, plainly priced, must sell 
themselves. Standardization of quality and quantity 
and the acceptance of these by the consumer must 
be automatic or the product will not continue to 
seit. 

Packaging in consumer-sized units was 
also influenced by self-service - to which it is 
Pee ee Gr necessity. Self-service has given the 
consumer unhampered freedom of choice, limited only 
by the variety of merchandise offered for sale. 

Such limitations are imposed mainly by the require- 
ments for display space. However, the generous 
floor area of the modern Supermarket and the variety 
of competitive products do result in a wide choice 
of items. It should be noted, moreover, that 
self-service and packaging have not forced the 
consumer into the purchase of prepared or semi-prepared 
foods; raw ingredients are still freely avatlable. 

In general, food Processing, packaging, 
Canning and freezing have one common aim. This is 
to offer merchandise that will appeal to the eye and 
to the appetite while at the same time offering te 
the homemaker lightened household tasks, saved time, 
and in some cases out-of-season Denerits, all at a 
cost that will be acceptable. 

In the degree that the appeal of these things 


has been correctly judged the producer of them should 
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be successful, The term "built-in maid service" 
has become rather commonly associated with processed 
foods. The term attempts to describe the process 
of replacing household drudgery with the results of 
the efficient and economical production, processing, 
transportation and distribution of foods. 

To the extent that this has added to the 
price svread it has done so because the purchasing 
housewife places a higher value on the saved time 
and labour than on the price paid for the service. 
However, it seems fair to assume that the price must 
be acceptable or else the service will not be 
bought. 

A significant development in mass distri- 
bution was that of the supermarket, which continued 
the economies of scale into the retail function. 
Provision of parking space has made it convenient 

to -use the motor car for shopping and that 
vehicle has brought large populations within 
effective range of the supermarket. 

By virtue of its size the supermarket, 
corporately or individually owned, permits a much 
wider range of merchandise to be carried than 
was the case with the smaller store, and a trend 
toward the purchase of more goods per trip has 
developed. One result of a greatly increased average 
Sale is lower costs per sale. Developments in food 
retailing, regardless of their origin, tend to be 
seized upon by competitors. For instance, the super 


market is commonly associated with the corporate chai 
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but supermarkets are owned and operated by in- 
dependents also and this appears to be happening on 
an increasing scale. 

Self-service is typical of the chain 
operation - corporate and voluntary - but it is also 
to be found widely among independent stores, food 
departments of department stores, and elsewhere. 

The same applies to cash and carry. In short, the 
whole picture of retail food distribution is in a 
constant state of change and probably the one certain 
thing about it is that it will be different tomorrow 
from what it is today. 

The Retail Function: Buying for and selling 
to the ultimate consumer is the retail function. 
While the retailer handles commodities, essentially 
he performs a service. This service insofar as 
food is concerned is carried out in a variety of 
ways and often in connection with other retail 
activities... The most common method is through 
the operation of combination stores but in a previous 
section we discussed some of the other agencies 
through which the retail distribution of food is 
carried out. 

Moreover, it must be remembered that several 
forms of retail food distribution involve a combin- 
ation of wholesale and retail functions. The pur- 
chasing patterns here differ and it is difficult 
to compare such organizations with the purely retail 
establishments. The economic justification of the 


food merchant lies in the function performed for both 
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for a particular kind of food retailer must be a 
better or a more acceptable performance of these 
functions than other methods could offer to a particular 


group of consumers in a particular market area. 


4552 
producer and consumer. The special justification 


The productive process visibly adds 
value to goods by changing their character in ways 
that make them useful to society. The distributive 
process also adds value by providing goods in the 
required quantity and quality at the right time and 
place as required by the consumer. The value added 
by retail distribution represents the value of the 
retail function to the economy. If thisefunetion 
igs not required, no effort will prevent its dis- 
appearance. 

Presumably the degree to which the retail 
funetion can be performed more efficiently is the 
key to the reduction of food distribution costs. 
It will, therefore, be worth while to consider at 
least in a general way the principal types of functions 
performed by the food merchant. These will vary 
from one retailer to another depending on the particular 
combination of services rendered by each and required 
by his particular customers. All, however, must 
perform three essential services -- buying, storage 
and selling. 

Buying is obviously a vital service, since 
in a sense the retailer must act or try to act as 
purchasing agent and assembler for a variety of food 


products for his customers. Failure to buy well means 
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inability to sell or sales atea loss: The retailer's 
selling function is also obviously necessary. 

This must include display, offerings at convenient 
places and times, and proper completion of the sales 
transaction. 

The storage function assumes an important role, 
particularly as the popularity of frozen foods 
continues. Freezing units for stores and often 
refrigerated trucks have become major items of retail 
equipment. This equipment is expensive and tends 
to increase storage costs. However, so long as the 
consumer wants frozen foods the equipment and service 


must be provided or business will go elsewhere. 


| Not all functions are performed by all 
retailers. Some provide credit, some accept phone 
| orders and offer delivery service, others grade their 
| produce themselves to assure their customers of 
uniform quality. 
In performing his function the merchant incurs 
costs. Payroll must be met for staff and for the 
| expenses of supplementary employee benefits. Rent 
is involved or, if premises are owned, the interest 
on borrowed capital and the depreciation reserves 
that must be established to replace the premises in 
due course are a consideration. Light, heat and power 
must all be paid for, also supplies, services and in- 
surance, The retailer pays for advertising to infom 
his customers of his offerings. 
If he performs his services successfully 


he earns a profit. Tt is these costs and profit which 
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make up the difference between the selling price of 
the goods and their purchase price. The difference is 
known as the retail margin, (The terms margin, gross 
margin, mark-up and mark-on are often confusing. We 
use "margin" here to represent the difference between 
buying and selling prices) which is the total contri- 
bution made by the retailer to the price spread. 
The term "margin" is frequently misunderstood. 
It seems to have given the impression that the retailer 
stands like a toll-keeper on the distribution road, 
increasing the cost of the flow of goods without 
making a contribtuion to it. Because the physical 
character of the goods has not changed, it is difficult 
for many to understand that their use character has 
altered significantly. 
From the utility point of view a comparison 

of potatoes on a Prince Edward Island farm with the 

| game potatoes washed, graded and bagged in a super- 
market elsewhere in Canada would be much the same 
as comparing the utility of iron ore to that Or 
steel in its variety of finished forms. It is be- 
cause the physical character of the iron ore has 
been changed that we are less likely to question the 
spread in price between iron ore and steel. 
Similarly the difference in price paid for potatoes 
on the Prince Edward Island farm and the price paid 
by the consumer in another part of Canada represents 
the value of the change in the usefulness of the 
product to the consumer, even though the physical 


character of the product may not have changed greatly. 
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To be successful a modern food retailer 
must acquire the right combination of service 
policies, prices charged and efficiency of operation 


within his market area and market structure. Unless 
it is possible for there to be some effective means 
of keeping out potential competitors, the retailer 
will be forced to adopt a combination of these things 
which will earn him a profit. His profit, however, 
can always be jeopardized by the appearance of new 
competitive firms if it becomes too high. 

In food retailing the entrance of new firms 
is relatively easy, although more costly than it once 
was, while the development of new methods of distri- 
Duolon 18° a “characteristic “of the trade. ~ The food 
retailer, therefore, is always in the position of 
having to try to find the right combination of 
policies and prices and of securing additional 
economies of operation if he is to survive. 

In formulating a service policy the 
merchant must select the right size and location for 
his store and determine whether or not delivery is 
to be available and under what circumstances. Similar 
decisions must be made as to the granting of credit 
and the use of purchase bonus deals. He must select 
the comforts and conveniences, such as air-conditioning 
and parking, cheque-cashing facilities, etcetera, 
that he will be prepared to offer to his customers. 
The sum of these decisions will represent the bundle 
of services that he offers to the public at a given 


price. Should his particular bundle of services be 
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too expensive in comparison to what his competitors 
ask for a perhaps somewhat different bundle, the 
merchant will lose sales and have to change his 
offered services or his prices. 

Having a store of the right size to handle 
his customers is of major importance to the retailer, 
and in this connection he must consider both the 
peaks and valleys of customer flow. A store may seem 
to be far too large on Monday morning but be quite 
inadequate on week-ends. A store too small for the 
peaks in the flow of customers will create crowded 
conditions and service delays that will discourage 
Sales. However, if the store is too large for the 
available customers, its higher fixed costs must be 
met by a sales volume too small for the task, and 
the retailer's profits will shrink or disappear. 

Retail Mark-Up: Mark-up on food products 
varies from time to time depending upon competitive 
conditions and the rate at which goods are moving 
OUT Of the store. If sales are too small, additional 
storage is involved and losses will be suffered from 
Spoilage of fresh produce. Such a situation results 
in lowered prices designed to tempt the consumer to 
increase purchases. 

The retailer cannot arbitrarily set his 
prices, but he must make some profit if he is to 
Stay in business. His operating expenses must be 
recovered, and the prices of competitors as well as 
the sensitivity of the consumer to food prices must 


be considered. He is limited in his pricing by the 
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actions of his competitors and the price and service 
policies that they offer to the public. If the 
merchant's price is too high he loses customers. 
If his price is too low he may gain customers but 
lose money because he has failed to recover the 
cost of his goods and his expenses. 
It is difficult to compare retail profits. 
This is true within the food industry and in com- 
paring the profits of food stores with other types 
OL SvOres. Most food merchants sell non-food items 
on a common cost basis with food items. This makes 
it exceedingly difficult to separate the profits 
made on food from those made on non-food items other 
than by means of some arbitrary allocation of 
costs. Total profits will vary according to the 
ratio of food to non-food items and the competitive 
situation in both kinds of merchandise. 
If a merchant rents his store and uses 
equity capital only for current operations, the 
profit will be different from what it would have been 
had he owned his own property. In the first instance 
the interest on the capital invested in the premises 
will be included in the rent and received by the 
landlord. In the second case it appears as 
profits on equity capital. If, 4, finteis ablavte 
borrow capital it will be able to increase its profits 
on its equity by applying the earnings of the borrowed 
capital in excess of interest costs to the equity 
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The term "profit" iteself can be quite 
misleading when comparisons are made -~ as for instance, 
between the net profit picture before taxes of chain 


combination stores and independent combination stores. 


It can even be confusing when comparing the profits of 
two independent stores. If a proprietor uses unpaid 
family help, the store will show more profit than one 
which hires its staff, even though non-wage costs and 
sales for the two stores are identical. 

Although strict comparisons are really not 
possible, they are made on some basis by investors, 
Thus, if there is a high level of profit in the food 
retailing business, new firms will tend to enter and 
existing companies to open new outlets. The increase 
in competition and facilities tends to force profits 
down although fair profits may persist for a time if 
the movement into retailing lags behind the growth of 
the market. New or increased competition, however, 
can quickly turn profits into losses and expansion will 
promptly cease until the market grows and catches up to 
or passes the capacity of the trade. 

An increase in competition, however, may not 
change the retail margins (or markups) seriously. The 
competition that exists may involve the offering of 
additional services. Whether or not margins will de- 
cline will depend upon the sensitivity of the customer 
to the appeal of price as opposed to non-price appeals. 
In the long term it may be said that the profits of the 
food retailer will depend upon his offering the bundle 


of services wanted by consumers ati the price they are 


—. —_ - 


saane Are 


-t “j - “et ‘ y . Gs Po 7e . 
goa Mon, OR ce eee BCC wetter eS et ~ byes aety pyr 


PAGS 46 aghes Sade Sanigtg ti detg 478A ofa weenie 
agvads astientdens 2eehnaqeiat Bae eoaale wiisandaels ? 


tg 2823639 am aativgner gine gREse: 3pod of gave MEQ) 24 


e 


. 
ta 


peewee SGA aoaeetgeta ~ s ,2sug7e sApbasg ebal aug 
fg Hes J439%5 ayoH Wale Flew otese iy y gies yliget 
bao 24Rbe egsecnpe qaupd? agye ~2iese oot Bashy Bohne) 
(feo) (ae0l S32 eaup7s oRd off ane eateg 


jad Wileay s48 eqealieqmay Iofsae ABA eA. | 
eypdeuyyls qd aceod omg oo 4bsm Sap Re ea seeeeRe 
Beat =e 6, -s3geq io Yeysd Sete © Be gxefs It aunt 
op woley 22 Broo filw epyld wen ,pasgpaud gilt tages 
yesuyans off ;cactouo eg? aggn 09 aghRaqmes gyfoeize 
+ Bee patiizequma m4 
tf ol 1 5 9Q2 deloreg yg ssligty sieht Aguonste mene 


7e fivess a7 hrifed age! apiligsex eget Jqeqevom oes 


of i ts . 
Seen, CM ae au? Ta we = ,dodrem ofa 
: J 4 taf 
Are ry J SUT med we = y partici jase x “ J & , ’ ¥ art 


-“pewa eft te piigegee oft gaese 


bam saat Lowy. eR AagRg Jehe oe 
> age Les ie 4 Veen re eT shh . ne ae PRS ies 


fhe js a is jo yapvtiteqee ery. npgu bregub 11h) sahf9 
1812295" i ve>aak Bi BsRpegn ae aadag Sh PRagge ots o9 
S65 18 “S6)e%y of dads Plen ed wee 24 ages QAal omtoge 
Bibied eed gftieyie 442A Wagyu beewep tits oe 
SP geS) 73:99 shy 7 SyeMuqOo Ye hesguw acgivasg. ® 


. ima 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4559 


willing to pay for this particular bundle, 
Generally speaking, food margins have been 
kept low because of the continual need for increased 
operating efficiencies, but another factor is that food 
purchases represent a large portion of consumer expen- 
diture and it may be expected, therefore, that consumers 
will be likely to be particularly price-conscious re- 
garding food items, We would expect price competition 
to be prominent, even though other forms of competitive 
devices may be used, 
If there are not enough food merchants to 
provide the services, new ones will enter the industry, 


If locations are inconvenient to markets, new locations 


will be sought and the old ones will disappear. LE 


eee 


the proper services are not offered at acceptable 
prices, new methods will be devised to meet the situa- 
tion. This leads to the result of food retailing 
constantly changing prices, services and methods to 
meet the conditions of the moment. The successful 
firms have been those which could offer the most accept 
able bundle of services. 

The chain supermarket has carried the 
economies of scale down through the wholesaling 
functions into the retail function. Its success will 
be determined by the type of market to which it appeals 
So long as consumers like what the supermarket has to 
offer and are prepared to travel to it, so long will 
the supermarket flourish, There is a section of 
the market, however, which prefers specialties, clerk 


service, convenience, delivery and credit, and which 
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will continue to patronize the neighbourhood shop. 

The extent to which food will continue to 
flow through ail the various kinds of outlets will de- 
pend on the changing conditions of the market and the 
relative changes in the numbers of those who desire 
a particular kind of service at the price charged. 

One cannot eliminate the others if the different sec- 
tions of the consumer market continue to exist, 

The retail food business is one of the most 
competitive sectors of the whole highly-competitive 
retail trade. This has tended, over the past decade 
for example, to ensure a continuing drive for effi- 
ciency and has prevented the price spread from widening 
further. There may be short periods of time when 
margins have increased, but competition works in the 
long run to ensure that low margins are maintained, 

Taxation: Any detailed analysis of the 
specific effects of taxation on the price spread seems 
to be beyonce the limitations of this brief but some 
points may be noted, 

Municipal taxation enters into the cost 
of business of the food retailer and of the various 
Stages of processing, packaging and distribution behind 
him, It is generally accepted that municipalities 
today are faced with kinds of demands upon their 
revenues which were not contemplated at the time of 
Confederation. In any event, the demands of munici- 
palities for revenue have their effect upon increased 
costs, 


Sales or commodity taxation is often 
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regarded as having little, if any, effect upon the food 
business because most food products themselves are 
generally exempt, However, much of the equipment 

and supplies used by distribution and to some degree 
those used by processors and packagers are actually 
subject to sales tax. 

Involved here is not only the federal 
general manufacturers' sales tax but also the retail 
sales taxes of those provinces which impose this form 
of taxation, with one exception, that is New Brunswick, 
the provinces imposing sales taxation seem to have a 
general tendency to tax goods used in production and 
distribution. The particular province that does not 
do this largely follows the practice of the federal 
government, which still means that most goods used in 
the business of distribution are taxed even by this 
provincial government. The provincial taxes are, of 
course, applied to costs which may already involve 
some federal sales taxation at an earlier stage. 

I may say, as an aside, Mr. Chairman, that 
effective as of January lst additional provincial tax 
may appear in Nova Scotia, shortly to be followed by 
one in Prince Edward Island. We are happy to say 
that we are not going to impose tax as in the case of 
New Brunswick. 

It is very difficult to assess fully the 
effect of taxation in its various forms on the price 
spread of food products and we probably do not yet 
understand completely the full effect of sales taxa-~ 


tion on our economy. Undoubtedly, however, the impac 
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of sales taxes on articles used in production and 
distribution, particularly the latter, do considerably 
affect the cost of installations and of materials used, 
often in large quantities, in distribution -- of which 
wrapping materials would be only one example. In 
general, taxation does play an important role in final 
costs and there is not much indication that this 

effect will be decreased with the passage of time. 

Also worth noting would be the upward 
pressure on costs of social security measures such as 
old age pensions, workmen's compensation and unemploy- 
ment insurance, All of this represents a formidable 
accumulation, to which the cost of governmental hos- 
pital insurance will no doubt add something. It is 
certainly a factor to reckon with in considering an 
increase in the price spread over the years. 

In Conclusion: Finally, through our food 
members, we would propose for consideration the esiab- 
lishment of a distribution committee of the Canadian 
food industry. Such a committee, voluntary in form 
and made up of representatives of the different seg- 
ments of the industry from producers to retailers, 
might well make a significant contribution, It should 
in our opinion, work toward greater efficiency, nar- 
rower price spreads, lower consumer prices, more 
orderly marketing for growers and less waste. Le 
should work closely with federal and provincial 
government agencies but should be set up and maintained 
by the food industry itself. 


We believe that our member-companies could 
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well be helpful in this connection, as we are sure 
would be the case with those representing other com- 
ponenis of food production, processing and distribu- 
tion. 
All of which is respectfully submitted 
by the Canadian Retail Federation. 
THE CHAIRMAN: Thank you, Mr. Nelson. 
COMMISSIONER WALTON: Well, Mr. Chairman, 


as you are giving me the first chance, may I just turn 
to your conclusion, Mr. Nelson? Do you think there 
would be any merit in including the reason for pro- 
duction, processing and distribution component of the 
food industry in this voluntary organization having 
any consumer recommendation? 

MR. NELSON: I think in considering this 


idea that our people were not particularly considering 


any concept of consumer education. I think the con- 
sumer, like CAC, could very properly be represented on 
such a committee. We were thinking of the business 
people involved. 


COMMISSIONER WALTON: The reason I said 


sO was that some briefs have said that within their 
own distribution, processing, they could do something. 
MR. NELSON: I think in the business talks 
it has been the retailer. 
COMMISSIONER MARTIN: On page 8 you say: 
“We would expect price competition to be permanent.” 
It is at the retail level? 
MR. NELSON; Yes. 


COMMISSIONER MARTIN: So if price competiti 
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is a permanent factor in establishing the price, and if 
cost of processing and packaging, and so on, merchan- 
dising, is increasing, do you think it might have an 
effect on the prices of the farmer? Do you think 

that this will decrease the price at the farm level? 

MR. NELSON: No, I shouldn't think so. 

I chink that what we are getting at in this point is 
that the part of the price spread, which is the re- 
tailer contribution, is the difference between the cost 
and price, the margin, and that there were price con- 
sciousness and factors which may tend to make that 
share of the contribution too wide. 

COMMISSIONER MacK ICHAN;: I am just inter- 
ested in your brief and the brief we had this morning, 
both the Retail Merchants’ Association and the Canadian 
Retail Federation, Are they somewhat similar organiza 
tions? 

MR. NELSON: Well, the Retail Merchants' 
Association is an independent organization, but they 
hold a membership in the Canadian Retail Federation. 
Actually there will be forty members of the Association 
They are not subsidiaries of ours; they are independent 

COMMISSIONER MacKICHAN: Is there an over- 
lapping as such? 

MR. NELSON; No, not particularly. The 
membership of the Retail Association is almost com- 
pletely independent. 

COMMISSIONER MacKICHAN: I just wondered 
if there was an extension of that beneficial aspect 
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MR, NELSON: well, we have nothing to do 
with them and they have nothing to do with us. 

COMMISSIONER KIDD: Oh page 3 I seem to 
recognize about fifteen or sixteen different reasons 
why chains should have advantages, and, as you say, 
these changes have resulted in all these lower opera- 
ting costs. Now, have these things you have listed 
resulted in lower prices or have the changes been used 
for other purposes such as more expensive form of 
advertising, including gimmicks, stamps, and so on, 
or the third explanation of outlets? 

MR. NELSON: Well, I think in the first 
place in this section, as I remember, we were trying 
to discuss the development of the chain store, and it 
doesn't necessarily follow that the attributes of the 
chain store are solely the attributes of the chain 
store; many of these attributes are attributes of the 
store merchants. I think that th2y should have 
been in the direction of reduction of food costs, 
retail. 

COMMISSIONER KIDD: At the present moment 
you would not say that food costs in retail have been 
reduced? 

MR. NELSON: Oh, no, they are much higher 
than they were. 

COMMISSIONER KIDD: So are you saying tha 
it is more than offsetting the savings, the result of 
inflation? 

MR. NELSON: I think we are trying to say 


that had conditions remained as they were before the 
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introduction of those things, food prices to the con- 
sumer would have gone down, because the cost for both 
retailing and wholesaling would have been lower. 
However, conditions didn't remain the same, they went 
up. So perhaps another way of saying it is that 
food prices at retailing would have been higher had 
these economies not been effected. 

COMMISSIONER KIDD: Would you say pos- 


sibly a greater demand has kept the price from falling? 


MR. NELSON: Well, I really can't answer 
that, except to look at the historical pattern of 
retail statistics as put up by the Bureau, which 
do not seem to indicate an enormous increase, although 
there is an increase, 

COMMISSIONER KIDD: Would you have any 
comment as to the extent that price competition has 
been replaced by other forms of competition? 

MR. NELSON: I can only give a personal 
opinion there, very much personal opinion, and that 
is that it has been affected to some extent by non- 
price competition. 

COMMISSIONER KIDD: Is the retailer con- 
cerned with the form the competition takes regardless 
of its effect on price? 

MR. NELSON: Is he concerned with the form 
it takes? 

COMMISSIONER KIDD: If he goes into other 
forms of competition, these other forms have an effect 
on price? 


MR. NELSON: I think merchants are always 
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unhappy at almost any form of competition, whether it 
is price or otherwise. In other words, as a trade 
association officer, I am always aware whether it is 
price competition or whether it is gimmicks, or what 
have yau; it does create competitive unhappiness, 
yes. There are different opinions in retailing as 
to the merits of what is happening in the food busi- 
ness$; some are proponents, some are opponents, and 


some don't care. 
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COMMISSIONER DRUMMOND: Following on this 
question Mr. Kidd has just raised, what would your 
opinion be with regard to replacement of price 
competition? I mean, do you feel that it is becoming 
more pronounced in recent years, or is there a 
gradual increase in the tempo of replacement? 

MR. NELSON: I am really not sure, Dr. 
Drummond how much it has increased or whether it is 
because it has been more concentrated on. As I 
look back over my own lifetime, I can remember all 
sorts of peculiar things that used to happen in the 
wild twenties and things like that. Lites: ai 
enormously bigger business today. The things 
certainly demand a lot of attention, and sometimes 
very unfavourable attention with some firms. 

Trading stamps, for example, were frightfully up- 
setting in the trade. Perhaps if the Combines In- 
vestigation Act and a lot of the manufacturers got 
together a little more effectively, perhaps they woul 
not have gone into them. I think a lot of them were 
sitting in their offices looking around, and thought 
everyone else was going to do it, and if they 
didn't, they would be left out. I am really not 

an expert on these things. I can only give you 

my company's experience and comments of member 
companies, 

I got the impression that a lot of the 
larger people perhaps did not attach too much 
Significance to the gimmicks and that sort of thing, 


that perhaps it appeared to be more prominent in 
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their theme of things than it really was. 

COMMISSIONER DRUMMOND: There is a sentence 
about the middle of page 5 that seems to me rather 
significant. You state that the degree to which the 
retailing function could be performed more efficiently 
is the key to the reduction in food distribution 
costs. Does that mean in your opinion it is mainly 
on the retail sector that we must look for any 
improvements or any narrowing or shall I say o-oo 
way; that it is mainly in the wtail section that 
the recent widening has occurred. 

MR. NELSON: Well, I can only speak, Dr. 
Drummond, from what experience I have had in the 
retail section because I have had none at all in 
the others, so I cannot comment intelligently, but 
where there is in fact a tendency in other sectors 
to widen the spread, obviously in retailing its 
margin is a total contribution to the spread. I 
would assume that with a lot of different segments 
in the industry, if the spread were to be narrowed, 
it would have to be a teamwork job that everybody 
would have to do their part, or at least a majority 
of the various sectors would have to do their part. 

I have here somewhere a note on the breakdown 
margin. I think that the chain stores in 1957 gross 
margin was 17.44 according to the latest D.B.S. 
statistics, taking all sorts of problems and con- 
Siderations. This is 17.44 cents of the consumer's 
dollar. To the extent that could be reduced, and 


it has fluctuated up and down over the years in the 
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last few years, to that extent the price spread 
could be narrowed, and I think generally that retailers 
are hopeful that that could be narrowed. 

COMMISSIONER DRUMMOND: I have a question 
relative to your very interesting conclusions. 

MR. NELSON: Yes. 

COMMISSIONER DRUMMOND: The suggestion cf 
a committee of the various sections of the trade: 
At different times in the past in this country, 
there have been committees or organizations established 
and at the time of their inception they were designed 
to represent all of the interests which werebbrought 
together. 

MR. NELSON: Yes. 

COMMISSIONER DRUMMOND: And before too 
long it came to represent the interest of a single 
one of those interests. 

MR, NELSON: Yes. 

COMMISSIONER DRUMMOND: In other words, one 
became the dominant. T am wondering if you have 
any thought of a method to prevent any such type of 
development? 

MR, NELSON: We have not discussed this 
in detail. This is more a proposal for exploration 
than a detailed proposal. IT think perhaps partially 
the key to that might be its government connection. 
Our people seem to feel rather strongly that they 
prefer something paid for and run by a business 
rather than something paid for and run by government. 


These things do have a habit of ending up just as you 
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have described, but I would think that active 

participation of government departments in it, 
not necessarily in control, but there might be 
a liaison job, a pricking job to keep people interested. 

Now, there is always a tendency of these 
things, because they do cost money for people to -- 
when the situation has changed slightly -- begin to 
cut costs by avoiding this. I think perhaps that 
might be partially overcome by a close partnership 
between business and government, and perhaps the 
consumers may have a role to play in that. 

Certainly as far as our people are concerned 
we are very much aware of the interest of good 
relations with the people who buy our goods. ne 
find that when the C.A.C. brings problems to us, we 
don't always find solutions for them, but we try 
dog-gone hard. They are our boss. I think perhaps 
that the addition of the consumer's association and 
other associations may perhaps have a stimulating 
eriect on... 

COMMISSIONER DRUMMOND: ‘That is all. 

THE CHAIRMAN: I take it this suggestion 
about the distributional committee has been approved 
by your executive? 

MR. NELSON: Yes, it has been. 

THE CHAIRMAN: And the contribution --? 

MR. NELSON: I cannot speak very effectively 
on this subject, Mr. Chairman, because I am not really 
very much of an expert on food matters. 


As our committee sat around the table 
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discussing the developments of this brief, during 

the ordinary conversation and shop talk that flowed 
from it, it was obvious that a good many of the 
senior business executives were quite concerned about 
the wasteage. 

One company mentioned having received 
several carloads of potatoes in, I think, it was 
five-pound bags. Something was wrong with them. 
Whose fault it was, I do not know, but somebody 
had slipped, and they all had to be undone and 
wrapped. Then also the question of these temporary 
surpluses which occurred from time to time. 


Another thing about which I know very little 


Hea the question of fish, but I think that if JI 
judge the feelings of our people correctly, that they 
felt that we had a long way to go in good fish 
distribution, and in increasing the consumption of 
Canadian fish. This was important to our economy 
aside from just being nice to have people eat fish. 
It was important to our economy, and interplay among 
the various groups mentioned may find ways and means-- 
For example, I am getting dog-gone good suggestions 
about retailing from people who are not in retailing. 
I think there is a tendency for us to draw walls 
around the sectors of business and the whole business 
of distribution and production is a one thing. It 
is not a lot of separate jobs, although we do not 
sometimes think so. 

THE CHAIRMAN: Thank you very much to 


you and your organization for the preparation and 
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submission of this brief. 
MR. NELSON: Thank you. 
THE CHAIRMAN: We will adjourn now until 


10 o'clock tomorrow morning, Thursday, November 20th, 


1958. 


--- The hearing adjourned to resume at 10 a.m., 
Thursday, November 20, 1958. 
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Ottawa, Ontario, 
Thursday, 
November 20, 1958, 


--°0n resuming at 10.00 a.m. 


---Mr. Couvrette in the Chair. 


Submission of 


CLOVER FARM STORES OF CANADA 


Appearances: 


Mr. Grant A. Mason President 


THE CHAIRMAN: Etant donne que M. Andrew 
Stewart, le president de la Commission, est appele 
ailleurs pour des fonctions officielles, j'ai l'honneur 
de presider la seance d'aujourd'hui. 

Due to the fact that Dr. Stewart, the Chair- 
man of the Commission, is somewhere else on official 
duties, I have the honour to be Chairman for today. 

Nous entendrons maintenant le representant 
de Clover Farm Stores of Canada. 

We will now hear the representative of 
Clover Farm Stores of Canada, Mr. Grant A. Mason. 

MR. MASON: My name 1s Grant Mason and I 
am connected with Clover Farm Stores Corporation, an 


American company owned by Wholesale Food Distributors 
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which was originally developed to combat jointly with 
independent retailers the inroads of chain competition 
at a time in the middle 1920's when wholesalers and 
independent retailers found their profits and sales 
secilinine. The operation has proved successful 
over the years and as a consequence we received an 
invitation from a group of Canadian wholesale food 
distributors to develop a similar type of operation in 
Canada, and accordingly late in 1955 a Canadian company 
was formed which is Clover Farm Stores of Canada Limited 
of which I am president. 

The company is a service company which enters 
private service agreements to supply affiliated whole- 
salers and they in turn supply affiliated retailers 


with various types of service that enable both the 


| 
| wholesaler and the retailer to increase their effi- 


ciency and their sales and to better enable them to 


compete in that highly competitive field of food dis- 
tribution. 

The services that the company supplies con- 
Sists generally of the following: 

Ane Facilities for the selling of the Clover 

Farm retail stores in the public mind. such identifi- 
cation enables wholesalers and affiliated retailers to 
conduct a more efficient advertising programme at much 
lower cost per store. One method that has been used 
to generally lower advertising costs has been to supply 


layouts and matrices which are mass produced at a 
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substantial saving -- art work, photography and profes- 
sional layout costs. Further items furnished at low 
cost are in-store advertising material, window posters 
and similar media. As @ result retail advertising 
costs can be cut to approximately one per cent of 
retail sales. 

Since it is essential to bring customers 
into the stores, special weekly programmes or sales 
are featured and are included in the advertising ser- 
vice provided. 

a Through store engineering services Clover 
Farm retail stores have been remodelled to provide 
maximum possible efficiency, attractiveness and customer 

| convenience. Many stores have been enlarged or re- 

located so as to offer the consumer self-service in 
groceries and to some extent in produce and meats. 
In the development of the self-service operation the 
retailers have been able to substantially reduce the 
retail selling prices in instances where consumer de- 
liveries and consumer credit have been eliminated. 

3. ‘One of the key factors that enables Clover 
Farm retailers to sell merchandise competitively is 
the ability of the sponsoring wholesaler to operate 
efticiently and that in turn to sell to the affiliated 
retailer at a low markup. Increased efficiency of 
the wholesaler is attributable in a large measure to 
the use of a preprinted order form developed and 


Supplied in some instances by the company. In many 
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cases this form is a combination merchandise order 
form, packing instruction, warehouse assembly sheet, 
invoice and delivery ticket. this. form, along 
with other desirable operating practices, fostered by 
the company from the outset, including the practice of 
once-a-week deliveries and cash payments, add to the 
efficiency of the sponsoring wholesaler, 

aie Other services provided are designed to 
assist the retailer in properly setting up his boaks 
and in many instances this feature has been developed 
to a point where his accounting is actually done in 
the central Clover Farm Supply House. 

on Frequent educational meetings and training 
schools are held to provide affiliated retailers with 
pertinent data to cut operating costs and provide 
yardsticks not only as to expenses but also as to pro- 
ducts in the various products! classifications. 

oe Affiliated Clover Farm wholesalers and re- 
tailers are regularly visited by experienced repre- 
sentatives who bring to both the wholesaler and the 
retailer the advice and counselling that is important 
to keep the problems of both in their proper perspec- 
tive, This representative is capable of dealing with 
all types of retail and wholesale problems that may 
arise, 

t. A weekly communication is maintained with 
Clover Farm retail stores by means of operating bulle- 


tins and helpful postings from the company and the 


7 ai 
%, 


Sie seca 1 


: 4s berugact sae cbaed scabs etary a 


ite rae Reece ce is a | ao a ~ 
De et Ee patti fi at. ..eese SA) ane — , wer 


aes 
way 


nN f _ ae 
; ela ct UDA (a2a ren yea ? tie shaehpal t = 4 


pve Ged of, “ge bse Oa RETR yoenade ta 


- Al -% p 
| y Se icakaba Pte | eabtesit eriety nade ells 
apa Sa) et aa pes 
aaraud Lou i BoEHE, fee ajony ir *olieie? att. 
=e wie h pore stat nitages% arin? sewnadantd inden ae o 
ab Eoteelta. a8 as ends qpone Bla ‘ats iniie & ae 
| Panam, yhovelid wien @s ganda (enae> + 
potsiou? havags sant tear, desobnanle sno peek . eh % 
a’ $i iene uoat Lovie ebheedy! ef Ondad ex eioaten a 
| ALAN TR i Ga atoms antl lage dun gs Wiae nent 


ax Ce 44 cele ved onesGxe cf sao eae eam htekvanrcane 
emeitesilleeri> ‘edcvbeony 2yohisy ghd at ames 
aM OT Ww ee Lataes 7 : oa nave ls bei et livia it 


| .jyabn deotstisyds vl tebiaky Vbecidiged ae eialigy/ 
- Sia ree ey hee | ; ; 
643 DOS -isuslody oft ived eo arias ofw eevivernem 


Snneawnit 22 saya lileqgecrs irl sodvbse ert ‘yailasen 


« 
r 


eS5Ua'tiq “sno } ated? a ae: ee To snwidorg eis 99H ae : 
Phe SAPs Ww eitayug db eetsatnadonget ahtt |) .aeeet 


tam 2BAs Sos $0 ite ere ri Map’ Bieta ifode’ Ww BSay pe 


*. le ery a ie #5: 
pote, “en hedit si 
be tet a’ ane ce a ca ese es : : 
ref fos ap bden mo jo stint et aegeas Slater. mis pegs 
) Ag rc, 3 Risen sree? . Ny Pu wey “as WS a 
20a Lee wingme Fitts; 
i] 
us 
7 a) 
= [ P= a 


te tTaotnimmes —hiseway . +t 
‘a i 


oe 


" +Ccaleneqns fe Lf. 3 r 


4579 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


retailer. These communications contain up-to-date 
marketing information, merchandising, price trends and 
other general and merchandising information. 

or Another service of the company to the 
Clover Farm wholesaler and retailer is the provision of 
private label brands for certain types of foods, such 
as canned fruits, vegetables and juices, bread, 
coffee, evaporated milk, etc. It has been the com- 
pany's experience that these private label brands can 
he sold more cheaply to the consumer without any 
sacrifice "in quality. The company has service 
agreements which I have referred to with nine affilia- 
ted wholesale food distributors strategically located 
in six provinces to enable them to efficiently serve 
some three hundred independent affiliated retail stores. 

The company's main source of income 1s de- 
rived from modest weekly service fees assessed against 
the wholesalers, based upon the number of retailers 
affiliated with him. These fees are considerably 
lower than the fees which would normally be charged 
to a wholesaler by a firm of business consultants, 

The chief concern of this Commission is the 
increase in the spread of recent years. Unfortu- 
nately, owing to the fact the company is fairly new 
in Canada, having been in operation less than three 
years, we are not in a position to be of much assis- 
tance to you from the Canadian point of view. How- 


ever, we do have some information on the American 
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helpful to you, we would like to provide. 

THE CHAIRMAN: Lseiceatinawriting? 

MR. MASON: It would take about the same 
amount of time as I have just consumed. I will read 
a oy 

THE CHAIRMAN: Very well. 

MR. MASON: The information we are giving 
to you at this time is being read as an excerpt from 


experience with price spreads which, if it might be 
a periodical compiled by the Grocery Manufacturers 


of America,oin 1957% We believe the information is 
substantially unchanged at the present time and 
to the best of our information a comparable situation 
exists in Canada. I am now quoting from the pampoh- 
let: 

"What is Price Spread? It is the differ- 
ence in price between what tne farmer receives for 
his raw product and the price paid by the consumer 

| ao Lhe grocery tore. Price spread is payment 
for a number of essential processes and services 
necessary to bring food from the farm to the 
consumer, including research, manufacturing, 
transportation, wholesaling and retailing. 

"These processes and services, paid for 
by spread, add real value to the product at 
every step along the way by providing the home- 
maker with food in the form she wants it, when 


she wants it and where she wants it. A 
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familiar example of spread would be the difference 
in price of what the farmer gets for his wheat and 
the prices you pay at the supermarket for flour or 
baking mixes, or cereals or bread. Wheat stored 
on a farm has no value to the farmer nor to the 
consumer. If 1t were not for the functions paid 
for by spread, you would have to travel to the 
farm to get the wheat, and do your own milling 

job and make your own breakfast cereal. 

"In Early America there wasn't any such 
thing as price spread, The pioneer had no 
choice but to grind his own wheat and slaughter 
his own livestock. Food prices, and the services 
necessary to move his product to his customers, 
were no problem because he didn't have any custo- 
mers. He ate what he grew. 

“But America developed and it wasn't long be- 
fore the pioneer became a different kind of farmer. 
Instead of consuming all that he produced, he sold 
some of it to nearby processors and local stores 
where it was bought by non-farmer consumers. 
Spread began the moment that the first somebody 
'In between! started to provide services to move 
food from farm to table. 

The Twentieth Century: Nowadays farming has 
largely become a mechanized and scientific opera- 
TLON; Now, because of the services pald for by 


Spread we have a myriad of convenient, tasty, 
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nutritious and satisfying foods -- available the 
year around. The modern supermarket offers, for 
example, about 7,000 items; 85 per cent of them 
processed and prepackaged. 

"The time spent by the homemaker in meal 
preparation ls fardless than 2t vsed sto be, A 
few years ago it took five and one-half hours a 
Gaye co wpreparemmncals forrva. family of fours. te-~ 
day, by using modern convenience foods, comparable 
menus can be prepared in only one and one-half 
Hours, va Savane wLcrourshours, 

Twenty-five years ago one farm worker pro- 
duced enough raw food to supply ten other people. 
Today he produces enough for twenty other people. 
He 1s able to do that because of his mechanized 
operation and because spread enables him to turn 


over other operations such as transportation, 


Sa emmmemmmmmmmmmmmamimmmmmmmmmmmmmmeessssmesmesmssseseeseeeeee eee | 


processing and selling to specialistsimho are 
organized and equipped to do the job far better 
than he. 

"Aided by the functions paid for by spread, 
the total food industry has had a phenomenal 
growth. This growth has been stimulated by 
many things, importantly research for new pro- 
ducts, better advertising, better packaging; 
the attractive, self-service stores with their 
great variety of products and freedom of choice 


in consumer purchasing; the consumer's greater 


gk, A 


eileen 


Sots a 4 Ag | tee 1b OUUsiOs he YAR 
' 
PeaSicsaqee bF Lo F ity syaevehves ae | ot an 
, 
= w ® at j » a . ~ “ , 
Tele < tie Pr a rie) es Re , rs HLT ESTO 
SLi eirQneyran) 0 Pky SOE SOre AST 


¢ eo +f 3 
ewer in Shea ya 


ieee pangeriy: 


ag eb Bine l pet sce! a9 a neha 

erie itet eee ae etka WarY, 
« al 7 + r-%, 4 

7 Sieh so Vineet © Aol ele of Yee, a 

, oT § oO “4 md), CRD . 

ie bginor, he tS Sig ISVS DY EON) ERR ORE IRE Rig Nieves 
pe, of} ey ot 5 4 - > ALL a » a WA LELSS “y : en 5) pet ises | 


se 
ehuiu ve : ie t +> ae - 2 LRT 5B 4 al dae ; 


i 708 PUNE ONL Tete R es | 


SPE hay ae ae Lhe see 2 Dees ONS beoul) : 


' = " 7? 2. - a ? f 5] 
ai wks ts eee ae ty I ¥ Fs or ; ea 1X ad aogtg 


Hib TAS Tok: wes Ob OS Sayer ose eR EeES 


’ 
4 nll 
' oh wae 
mt a ¢ 
3 f . Pee * ‘ a bh 
1 GOES mM LG 1Ay is Wing “YF hash 
7 ob ts aed ores i)* : j 7, oo? Par Og eas 
iv Shmile wae) So seep elit  aitworw 
> be ae ; 
. = 
Pi: a ies aie retin i : maki yeas 
2° 8 Sy Tad pepe gree JT 9RISE, | SSS: 
na : Laie . Tika ne : ee 
>” 
kone ta quan aokwaat-djok , av lchanege ena 
s ‘ vs 


Bi ee Viz" a 4 ey uF; ij mes 2) Ee, Sghdhe “es yo gtaliev Be | 


@ 
=” 


- 
Tact o' saivenee Bis aa peehgues meets — 
. ~_ iy ' : 


| 
7 i : Fi i i. 
* 
a - 


will 


AHN 


hl 


Wer 
wil 


Sree re re ero ween ects sor neem oe 
8888800 See 


4583 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


knowledge of nutrition, her recognition of the 
value of eating balanced meals, and her appre- 
clation of the ‘built-in kitchen services! in 


modern, convenient, ready-to-serve foods, 
"Without research we would not be enjoying 
frozen citrus juices, for example, or frozen 
fish or vegetables the year around, or baking 
mixes or the many new dietetic foods, Grocery 
manufacturers spend morethan $100 million a year 
on research to develop new and improved products. 
Just as research produces new products, 
advertising has made its contribution. It has 
introduced products to American homemakers and 
has increased sales, thus enabling factories to 
operate at full capacity and more economically. 
On an overall basis we are eating far better 
than we did in 1939, During that year Americans 
spent about 23 per cent of their after-tax in- 
come for food; today we could buy that identical 
tood for only 16 per cent. of our after-tax in- 
come, but actually we are spending about 25 per 
cent, about the same percentage of income as in 
1939 and we have greatly improved our eating 
in terms of quality, variety, tastiness and the 
many time-saving conveniences. 
Modern convenience grocery products transfer 
much of the work of meal preparation from your 


kitchen to the manufacturer's plant. With modern 
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foods, fewer utensils are required; fewer waste 
materials have to be thrown away. Packages keep 
the food fresher and are convenient for storage 
on the kitchen shelves. Modern processed foods 
capture nutritive values at the peak of freshness 
and flavour. Many are additionally fortified 
with vitamins that are necessary for good health; 
bread, cereals, margarine and milk being a few. 

“Not only does the homemaker save four hours 
a day in kitchen time, as stated, but she also 
saves money with convenience foods as it applies 
to shelling peas, squeezing oranges, etc. 

“In 1946 consumers paid $767 for the basket. 
In 1957 they paid $1010 -- an increase of $243. 
In 1946 farmers received $397 for the raw farm 
products entering the market basket. ine Los, 
they received $400 -- an increase of $3. 

The price spread rose from $370 in 1946 
to $610 in 1957, an increase of »240. 

‘The table shows how the costs which make 
up the spread increase between 1946 and 19573; higher 
labour costs -- up $130; higher transportation 
cost -- up $33; higher federal taxes on food 
processors! and distributors' profits -- up $4 5 
other higher business expenses -- up $69. That 
makes a total of $236. Net profits of food pro- 
cessors and distributors declined $9, leaving a 


combined net increase in actual spread of $227. 
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On top of this, the removal of wartime food price 
control subsidies necessitated an additional 
$13 widening in the spread to cover costs which 
in 1946 were subsidized by the government. This 
brought Be ete spread increase as shown in 
the government's ‘market basket! report to $240. 
These figures clearly indicate that three 
major factors -— the’ higher cost of labour, taxes 
and transportation -- directly account for about 
75 per cent of the postwar increase in spread. 
(Transportation costs are up largely as the result 
or Kicine Lapour and tax expenses of the carriers. ) 
'Far from adding to the cost of spread; the 
declining rate of food industry profits has par- 
tially cushioned the impact of higher costs. On 
a combined basis, average net profits of food 
manufacturers and distributors are now at a rate 
of about 3 cents of the consumer's food dollar 
-- half the prewar 1939 rate of around 6 cents. 
To Sum Lo Up Research plus Manufacturing 
plus Transportation plus Wholesalers plus Re- 
tailing equals Spread. 
"Spread is a payment for a series of values 
added by processing, packaging and distributing. 
Without spread, our steak would be stand- 
ing in an Iowa feed lot, our cranberry sauce 
would be in a bog on Cape Cod, and our citrus 


juice would be on trees in Florida or California. 


rr 
eee 


a 


OSEA4 Boss wa Se Payaest aS a ann 


[iets S423 96 yfoonst cl) era pifecs wOkJaTIOgema. 


i i — ih om 
Brae Phe fle Aorist eer ‘ebtednaee J ends 


‘Heli tvqoe Gewbo oy Sasaqe' Tab nk gitnekee ee 


a ts 
oa) a ness ayes ons 7d 2s Abiae e13w whet ok 


nt awede. ot Se897 5c: ow Pagog ore said 
VOPTO OF Stover! Qaaswe se ion a ImanavTevog oily 
audi Jay «iwotbnd ebanety anaes eeege 


(oced .wwadet “4 ¢er® Yexaln gilt >< BROseeT aoe 


/ 


+ 


tuote act Jackisa elrabsth -= rele eproganserd Ds 


bestqe vi sere nt! céwdacy eft, JeygneD sag es 


Basse OTF co 4 (agiiteies ces Sa -tieodsl ankh t to 
ar Seacnn om dude obh.od gn bebe WOEd-@84 
(So Bee ec ¢ eae ett LDOat 3 eoet atinttgeb 
0 <asaee 44028 74 Anat aad satveldave bias 4 


i i To oA t a) - T a Lary Vc ‘ a? 49 bent »' dmoo & 


ay hgh Wo: eS rotueitriche. bre aeteteT 02auiiee 


eee ~ Ee a) by : a jsialy it, a AP, . e PUNO > 
Revie t | aii lio oy oshects YiOL Rawote sr 
Rivet za VTi iq’ J2 mve Oo 
os , . ‘ ie i =. : ia 
ores ; r+? C, +r ; per 4 q 1¢ ha 2002 mY BD Z Ut Gy 


deoigt nlaupe sat iter 

i) dateyat a of beet ge” 

. ; Pr ae) a 

; anes - gels seo0te Ys Peake 

at gh 4 Bestow senerty 
ee ; ‘ee ee i 

ein “Gane . tol beet: aed ne ii yok 

ux’ Suet ac yoda nl o¢ bie 
rE A ih ata 4° ew 

eee bifow sethy- 


_ 7) -_ 


ys 
will 


ill 
i! 


tf 
lt " 


ll 


il 


aun 


c 
ANGUS, STONEHOUSE & CO. LTD. 4586 
TORONTO, ONTARIO 


Spread helps to build markets for farm pro- 
ducts and provides valuable services to consumers. 
It is a positive, value-adding, market-creating 
force from which all Americans benefit and it 
helps make our country the best fed nation in the 
world, 

“Grocery Manufacturers of America, Inc., 

founded in 1908, is an organization of about 300 
of the nation's leading manufacturers of advertised 
food and grocery products. 

THE CHAIRMAN: I was just wondering whether 
peor. could ben tisdedpas,anwexhnabit. 

MR. MASON: Itetenthe ondy7 ones iy have. 

THE CHAIRMAN: It seems that somewhere in 
these hearings this has been filed as an exhibit. 

MR. MASON: Well, I do not have the records, 
I do not know, but I am glad the Commission has had 
the opportunity to examine it. That completes it. 

THE CHAIRMAN: Now, I understand Clover 
Farms Incorporated are going to send, within the next 
few days, the answers to the questionnaire that was 
received? 

MR. MASON: We are going to send as much 
information as we can, but there is some information 
the Commission has asked for that it is impossible 
Lor us.to get. 

THE CHAIRMAN: You have only been here 


three years? 


os 
ite Ta. 


7 7 
7 
. teas 


an 
fee 


Cay 


a == 7 


‘ 7 : 
— we’, wail hh oa al tied os aginst i We a 
paurae Opt Ok ; ve : ; iy oe . ; 
Spare’ a2 esate. ip Lew ey ae 
. eee oe 7 ace ey 
al ASS vee Deiat Madea weeding aptoth) 9 


ton 4238620 -oigas ims 4h obey moth. ote? . 


‘ 
Ss $ 
‘ee ga eon * 


vs efi! wt Srey i a <7) are nu Uivaeoe Tio oo am agisot 
a | -biTOR 
—otil ry aie + cre iid | shail aM wypavons 

ADI Sho iit radinegie ri 4. 8O8L 9h Seirus 
oly Liners yy rata cee He} git sel “hither say To 
: «2 1ovhetg Beaeaae- hoot 

, ser’ rive arnbiomnow. Ja), baw i *MAMALAHD, AAT 


T a * a ae 


= ‘ a , : ; 
Jjivictes, ne. 4e belt), of Dieter wares 
z PE es 


ee 


ont 1 


savet LSet i fa , seit ate 7! 4 ‘ MO“ “7 


a pS kee ait 


SOM aS ull wrssa I 
| lditive oe .& SOL), "Sed SRO BSA) BAGS 9ee eaene 


bar 4G. oy ai foo on = , [iow hMOOAM fi" 
: ’ . P en 
may ait * [eo a Pitas li aoe P| oh _? Of Del) | ob J 


. > 7 
7 


IL SHIG: J . arinene of «9 iswriegge emma 
| / y 
. s940L) Ona tara ot. 2WaMAIANO Ne | a 

SRet M27 Ale. - NieR ose Letatogacorl, srrret 


; 7 
Soy 320e SIO aye iJ. 62 @3hwene O20, 0980 were 


mr) * ea Las 96 a ~~ 6 = a > ACer iy 5 yi r 
‘ t ae . - 


Ma AI T° I ‘2 al a | ee rh... RED ay 


Ge f % 4° A ge mee nf 


as np dienpolaggg 
| fdtunoqek ot 13 AHA, SOY Guiiee ome) Lanta): See 
_— 2352 og aa VOR 

wemy| Ube Slo stat aR. MAMALNGS aU 
| | TATESy: 


a OWT a ae ee 


| 
| 


ANGUs, STONEHOUSE & GO. Ltn. 4587 
MR, MASON: Yes, not only that, but one 
of the questions asked, Mr. Chairman, was the sales 
of the various stores, the various retail stores, 
and we do not have that information. 
THE CHAIRMAN: Well, whatever information 
we can get from the questionnaire we would appreciate, 
MR. MASON: We are going to send everything 
we have to you. 
THE CHAIRMAN: As soon as possible? 
MR. MASON: Yes. 
THE CHAIRMAN: The date was set as November 
14th, and most of these are in. 
MR. MASON: We are a small staff; we are 
not a large company. 
THE CHAIRMAN: I think some of the Com- 


missioners have some questions. 
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COMMISSIONER WALTON: I just have one question. 
Oo you sell to other wholesalers and in dependent 
etailers other than those you mentioned? 

MR. MASON: You mean our services? 

COMMISSIONER WALTON: Yes. 

MR. MASON: We don't sell our services to 
any others except affiliated wholesalers and retailers. 


he only thing we sell is our services. 


COMMISSIONER WALTON: They must be 


affiliated. 


MA MASON Thats wilent. 

COMMISSIONER DRUMMOND: I have just one 
question. Among the services which you supply to 
= wholesalers and retailers affiliated with you, 

x presume they are services which the corporate chains 
—_ to others? 
MR MASCGNS © "Yes sir, Lt is. We are trying 


to do as good a job as the chain stores are. We 
are trying te bring to the independent retailer and 
independent wholesaler services that will enable them 
to do a competitive job with the corporate chain. 

COMMISSIONER DRUMMOND: Your company, the 
wholesalers affiliated with you, the retailers 
affiliated with you, are all separate on their own? 

MR. MASON: That is correct. 

COMMISSIONER DRUMMOND: This requires a 
degree of integrated understanding. 

MR. MASON: That is correct. 

COMMISSIONER DRUMMOND: Do you feel the 


——_| 


problems involved in securing that integration constitute 
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a serious handicap? 
MR. MASON: That is a good question. My answer 

to that would be this: If it were an easy problem, 

I don't think we would have been called upon. TI think 

it requires experience and understanding and a know- 
|jledge of the various problems of both the independent 
retailer and his sponsoring wholesaler for us to be 
able to combat that problem. My feeling is that 
sometimes in businesses people get so close to the 
Poeeat they can't see the trees, and do not see the 
opportunity that lies within an integrated co- 


loperative understanding, let me call it. 


COMMISSIONER DRUMMOND: What I am trying 


to get at is, as you have just explained, your 


‘whole integrated set-up is a sort of self-defence 
mechanisim to compete against or with the corporate 
chains. Is that correct? 

MR. MASON: Well, I would say, sir, -- 


let me say it is a realization of an opportunity 


rather than a defence. I think that necessities 
Sometimes are the mother of invention, and I think 
that is what this is. If people are going to survive 
in a highly competitive field, I think they are 
going to have to learn to work together. 

I think they all realize there is a great 
Opportunity for them in integrating their thinking 
and working. 

COMMISSIONER DRUMMOND: What I am really 
thinking of is this: You have to compete against 


— the corporate chains. You may have some disadvantages 
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when compared with them, On the other hand you may 
have some advantages when compared with them? 

MR. MASON: Very trae. The personality 
of the individual enters into it to a great extent, 
we believe, because we have that warmness and interest 
that the independent retailer takes in his customers 

that is something that you cannot buy with stocks 
or bonds and things like that. 

COMMISSIONER DRUMMOND: On patlanc ey as: sia 
your feeling that you are in just as strong a com- 
petitive position as the corporate chains? 

MR. MASON: I would say we are approaching 
2a ge 

COMMISSIONER DRUMMOND: You think that would 


| be reasonably true of the larger voluntary chains 


generally? 
MR. MASON: rT wouldMsayoee, Syes, Rela 
COMMISSIONER DRUMMOND: Mhatois aliy 
COMMISSIONER KIDD: In your programme or 
your services have you made use of trading stamos? 
MR. MASON: Some of our divisions did. 
COMMISSIONER KIDD: Which divisions did? 
MR. MASON: This division that is located 
in Ottawa. 
COMMISSIONER KIDD: Nowhere else? 
MR, MASON: Not in Canada, no, sir. 
THE CHAIRMAN: Well, Mr. Mason, I suppose 


there are a lot more interesting questions that could 
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be asked of you concerning Clover Farms system, but you 
must realize that we have heard most of the points 
covered that are of interest to this Commission, and 
furthermore, we have no right hand at present and Wt 
does not make it any easier to ask questions under the 
circumstances, 

I thank you for your presence here this morn- 
ing and your representations. I presume if we require 
any further information from you you will be able to 
get it? 

MR. MASON: I would like to thank you, Mr. 
Chairman and other members of the Commission. is ari: 

a real pleasure to have the opportunity to see you and 
appear before you. I want to assure you of our sin- 
cere desire to be of assistance any way we possibly 
can and if you have any further information you would 
like or you would like to have me come back at any 
other time, I would be very glad to do so, LItihas 
been a real pleasure to have this Opportunity to be 
here, 


THE CHAIRMAN: ‘Thank you. 
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Submission of 
KRAFT FOODS LIMITED 
Appearances: 

Nr, GC. Ne Ward Vice-President 
Mire. WN. G5 beece Vice-President and 
General Manager 
MeL. i. WraenG Vice-President and 

Procurement Manager 


Mews Ge Grimes Manager of General 
Accounting. 


iy wha . hawien Vice-President and 
Production Manager 


THE CHAIRMAN: We will now hear the brief 


of Kraft Foods Limited. 


Seok to. NO. 37: Submission of Kraft Foods Limited]. 


MR. WARD: I will read the brief, Mr. Chairman. 

First of all let us say the Kraft organizatio 
is happy to cooperate with the Commission in any way to 
expedite its work and we are pleased to be part of 
your hearings today. 

No one will argue the fact that the condition 
you are studying do exist, but it seems to us that they 
have been brought about by anever-changing economy 
where high purchasing power has brought with it a de- 
sire for new, better and more convenient forms of pro- 
ducts and services. 


Going back thirty years, when a young man 


Ht Aga oom) FE WATTS? Gee 


Sime? NOS tet We: 


f 


f 7 aa 5 io ut rad ~ 
Betis Keel Foe ie seapading ee a ee 


a 
seams + heats ete 


Se, oi5 sets 
4 ¥ x 
Fe Vu : f t 5: j ee 4 i FALPIOUS OF wager ae 
E is ta e . 
“ Ss j fe vy SA Sete aed =) SegKe 
a 2 =) 4 : c ee a 
ens eset pant Tuy 
iP as ee ee 
@ 
LAE Re TR ome i’ vig LAdw, 6ab om 
; Preys oe a ; _Jetae 6S art ehuse ora 
E > o° » - , 


ae baal Dy «7 cvede Gps? Geared 


ae 

ft teeetie dak #9 i, 
Sn Sad «C£ en Gees ; : ; 
ne pm Aes | BY - . <i 70m 


oe a” 2 eu = ‘=. are NS. iuie - be s $ aod Pan. ig ¥. 
rar +2 aa = f fi da c J ~~ ie 7 


’ 


mae Depseh’ Feat as 


uy 2s 
* 
5°) sae 


ANGUS, STONEHOUSE & CO. LTD. 4593 
TORONTO, ONTARIO 


started to shave, he could get a good model of a well 
known safety razor free with a tube of shaving cream. 
Today's young man must pay $1.29 for a similar razor 
but most would scorn the old fashioned brush and 

buy shaving cream in an aerosol bomb, which greatly 
increases the cost per shave. Going a step further, 
some young men avoid the old fashioned methods com- 
pletely, and make an investment of anywhere from $13 
to $32 for a modern electric razor. 

Thirty years ago also, the late Henry Ford 
was selling an automobile for less than $1,000. To- 
days! counterpart of that automobile sells for three 
times that amount or more. To compare the value, the 
eomfort, the convenience of the car of three decades 
ago with that which sells for three times the price 
today is like comparing chalk and cheese. 

Going back to the same time, a woman bought 
a 29-cent broom to clean house. Today she buys a 
$100 vacuum cleaner of the latest swivel type with 
all attachments, guaranteed to clean the house from 
end to end with the minimum of effort. 

All these changes have meant increased costs 
in their own spheres but because the Canadian and 
American people have continuously demanded a better 
Standard of living, salaries and wages have had to 
keep pace with the conveniences that have been made 
available in a modern world. 


The very same thing is true of the cheese 
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industry. Back at the turn of the century a young 
man from Fort Erie, Ontario, left Canada to enter the 
cheese business in Chicago, Illinois. If one man's 
name has become synonymous with a product in our 

PRC TLC: Ue emule t woly Dae, ie Ty Saran. When he 
started there was one way to buy cheese and that was 
from a large portion, sometimes as much asa whole 
cheddar, “cut asthe customer required at thetime of 
purchase, If the housewife was lucky and shopped 
in one of the better stores of the time, the cheese 
mighs be wrotected by a glass bell. Those less 
fortunate purchased their cheese after it had been 
sampled by innumerable flies and other insects that 
were part and parcel of the grocery business in those 
days. 

When Mr. Kraft started business Ne was a 
cheese wholesaler. He would go to a merket in 
Chicago and attempt to buy the best possible cheese 
in keeping with his customers’ needs and resell it 
to those customers from a horse drawn wagon. 

Mr. Kraft found it extremely difficult to 
buy cheese of uniform quality, texture and taste. 
Each vat of cheese appeared to have its own dis- 
tinctive characteristics. He began to think about a 
way to produce a cheese always uniform in flavour, 
without waste and packaged conventently. Those 
thoughts gave birth to process cheese initially known 


as Kraft Cheese. 
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During World War I the Kraft Company pro- 
duced large quantifies of processed cheese in tins for 
the U. S. Army and it was found on grocers! shelves 
in the United States and to a lesser extent in Canada, 

IMeeMext Step win the wolution was the pro- 
duction of the famous Kraft 5~pound box, As the 
years went by the wooden box in which this product 
was packed became almost ag popular as the cheese 
itself because it provided such a handy receptacle 
in house or workshop for holding nails, small tools, 
Sadgets, etc. 

Shortly after the introduction of the Kraft 
D-pound loaf Mr. Kraft and his brothers entered the 
Canadian market, purchasing the assets of MacLaren's 
Imperial Cheese Company and forming what was then the 
Kraft-MacLaren Cheese Company Limited, Shortly 
after that time Kraft cheese made its appearance 
in l-pound and i/2-pound packages, responding to the 
demands of consumers for more convenient package sizes, 

In 1923 Kraft recognized another demand by 
the eensumers that: Porm assort spreading type of 
cheese, and Velveeta was added to the line. 

Following Velveeta, Cream Cheese, both, plain 
and with added condiments in convenient packages, 
later in swankyswig’ glasses, appeared in grocery 
store refrigerators. 

Through the depression, there was little 


change in the cheese business, During the war years 
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there was even contraction of brands and varieties be- 
cause cheese from Canada was being requisitioned for 
the war effort. 

Following the war, with cheese in full supply, 
it became apparent that the process cheese business 
needed new impetus. The public was looking for some- 
thing beyond the ordinary half pound, one pound and 
two pound packages, and the old five pound box which 
had been steadily declining in popularity, At this 
time cheese in .slices was introduced. Here was an 
entirely new concept of process cheese, quality com- 
bined with convenience never before known in these 
products. It met with immediate acceptance from 
the consuming public, and since its inception sales 
have continued to increase year after year. The 
popularity of slices caused further decline in the 
sales of the five pound box and reduced considerably 
the sales of 1/2 pound, one pound and two pound packages, 
particularly the two former. 

In the middle 1950's Kraft entered the mar- 
ket with a new jar type cheese with a distinctive 
flavour carrying the brand name of Cheez Whiz. Here 
again an instant success was scored. This was a pro- 
duct that served a new purpose and did not interfere 
with the sale of slices or the other older varieties 
to any appreciable extent. 


And so it goes. Our research laboratories 


——} continue to search for new and better ways of serving 
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the consuming public. 

The sondy epomnenan Lelline=thisestory tat usuch 
great length is to indlcate that continuously since 
1921, when Kraft entered the cheese business in Canada, 
the public has demanded and has received new, more con- 
venient and more attractive forms of product and package. 

At the same time Kraft has spent large sums 
of money in advertising and promotional activities, 
much of which was directed at educating the public in 
the economic and nutritional values of dairy products, 
with particular emphasis on cheese. 

Tie csuccess orethese ehforteels showilby 
the fact that per capita consumption of cheese in 
that thine has more than tripled. 

There is today a surplus of cheese in Canada. 
This surplus and the lack of an export market has made 
it necessary for the Marketing Boards, as well as the 
Federal and Provincial Governments, to take steps to 
support prices. There are surpluses despite the fact 
that our population hasincreased and our per capita 
consumption of cheese has more than tripled, which 
leads to a thought we would like to leave with the 
Commission: “What would the surplus have amounted 
to and what would be the conditions facing the dairy 
farmer if Mr. Kraft had not decided to enter the 
Canadian field in 1921, and if nobody had given real 
leadership to the job of merchandising and marketing 


cheese in all its sizes and varieties, such as you 
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find in the dairy case of a modern supermarket today?" 

Mrs. Walton and gentlemen, the public demanded 
changes in razors, in automobiles, in cleaning equipment 
It also demanded changes in handling food products. 

We in the cheese industry have tried to meet that de- 
mand for change and modernization, but cheese in 1/2 

pound prepackaged slices cannot be sold for the same 

price as bulk cheddar cheese. 

As late as September 27, 1958, the publica- 
tion ‘Business Week in the section Business Outlook" 
had’ this to say? 

"Consumers are running costs up on them- 
selves, as all grocers know. They demand more 
processing and packaging -- and they have to 
pay Lor 10. 

"We eat the same amount of potatoes, per 
| Gapita,” as 20 years ago. But now 20 per cent 
of our spuds are processed -- chips, frozen french 
fries, dehydrated, canned -- against only 2 per 
eent any 1940; 

"Per capita consumption of commercial 
vegetables is up sharply -- but the whole in- 
crease is being eaten in processed form. Canned 
tomatoes and tomato products and frozen peas 
show the really big gains." 

Despite all this we were happy to find that 

the Economic Annalist in August 1958 showed that pro- 


cess cheese is now returning to the farmer 36.5 per 
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cent of the retail price compared to 35 per cent in 

1949, During the years 1952 to 1955 inclusive this 
figure was much lower, but in 1956 it climbed to 37 

per cent. Out of a list of 14 common items only 
4 are showing a greater percentage of return to the 

rarmer in 1957 than they did in 1949, 

THE CHAIRMAN: Thank you, Mr. Ward. i pre= 
sume that your company has already sent answers to the 
questionnaire? 

MR. WARD: We have done so to the best of 
Sur apLiity. We submitted it about a month ago, 

THE CHAIRMAN: Are you ready to proceed 
with the questioning now? 

MR, WARD: The rest of our gentlemen have 


not arrived. Mey Lecce is here, but Ll will carry eon, 


privilege to wait. 

MR. WARD: No. Should there be some ques- 
tion -- I have been with the company thirty-two years 
and I have a pretty broad knowledge of its policies -- 
but should there be some question I should like to 
defer until our procurements or production man comes 
along, I will ask your indulgence. 

COMMISSIONER MARTIN: May I ask this question: 
why don't we see as much good old Cheddar cheese as 
Other forms? 

MR. WARD: I am glad you asked that question. 


THE CHAIRMAN: As I mentioned, it is your 
Kraft, in the past four years, has introduced good old 
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Cheddar cheese under the Cracker Barrel label. We also 
have medium cheese for those who do not like it quite so 
sharp, and we have mild cheese for those who like it 
really new. We have this year introduced a very.,ola 
sharp cheese in a special red label that you cannot miss 


in the dairy case, I don't hink you could sell old 


cheese today the way it was sold in 1903 when Mr. Kraft 


went into the cheese business. Feeling there was a 
lot of people like yourself who wanted to get a good 
piece of old Cheddar cheese, we went to work and figured 
ee a way of putting it into the package and delivering 


it to the independent and chain stores all over the 


country. 


| COMMISSIONER WALTON: On page 5 you mention 
[ena the per capita consumption of cheese in this period 


has more than tripled: you mean processed and Cheddar 


forms? 
MR. WARD: i mean all cheese. That is from 
my memory; the official figures go back to 1926, but I 
came to the company in 1927, and at that time we were 
making a great to-do about how little cheese Canadians 
ere eating. if I .remember correctly, at that time the 
Wiss people ate 32 pounds, and the English people 16 
Ounds per capita, which has dropped since because of 
he dollar situation, and the United States 506 pounds 
er capita, and Canada, despite the efforts of Kraft 
ver those years, had only raised the per capita con- 


——Bumption from less than two pounds to somewhere near 
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three. The official figures show that since 1926 
it has gone Up from 2; something to 6.6 In 1957. 

COMMISSIONER WALTON: Do you think the pro- 
motional work of your company and other cheese people, 
where it was not done before, for local consumption, 
has .spurred -- I mean advertising and more attractive 
packaging -- all these factors have been responsible 
for this increase in consumption? 

MR. WARD: I think it has had an awful lot 
ro.co' wien it. If you notice our television com- 
mercials, sometimes we get more compliments on our 
commercials than we do on our programme. Television 
commercials are designed to give the housewife ideas 
for serving meals. The average housewife has to 
prepare 365 times 3 meals, and women welcome these 
ideas that come out in the programmes and in maga- 
2.nes. The proof of that is that every Wednesday 
night we flash that we will provide free recipes to 
anybody who writes in, and we get literally thousands 
of requests. We call our commercials How to do it’ 
commercials. 

COMMISSIONER WALTON: Do you anticipate the 
per capita consumption in Canada can be increased, but 
it needs promotion? 

MR. WARD: Lt ao. I can't see why it didn't 
continue to grow. I don't know if it will increase 
at the rate it has increased in the last thirty years. 


COMMISSIONER WALTON: But you do attribute 


ur eee esate Jil? etnias 4 gies 
: oVOeL wks a by abeisanine a “Gore: ae 10% as 
| mit” Bate A he ity, et * ae a ah ashore es 

ites .69aie noite bes Yleaues slew 4o. serow 
Ren 


ey? 


colagnveacs  Leaeqt 15" ~erGiad anog 100 28W a = 
pvivsersia etdr Fos Sbdaadibe nba I a« borabys. ” 
Abdeetisanh reed Svat aig i nt giony [16 —< ment 
ERs Lae les pil eases alae: no° 

lof Ta Na pe ped aed si dint? [ =sOAa ae 
~“ivo hobstuels® tien. ot Son Lipy’ 2h at Beye | od 
° avian wes tac tag 6a gontyende .othtoxee 
swsti0sy 2a rd ob ew meng eletorainnoo | 
weaned sig avy ch no ares ey) NETS 
af sl ivisiod sqcaees SAT: _gieem jakvres 63% 
ins srmneew sannw hee -etseon Feats Fad sTageTd 


= Fa. Ll tics “sorrdéssows oeF ah 206 Smee Sand seebnee 


———aa7— nn 
~_ 
' re 
a - 
- » { 
e 
= < 
™ 
Ts Si 
» 
a 
— 


PSUs. Vie?) ISA ik oe 19 Jeo edt” ,aenke 


=) sb2verg Litw ew dad): desk> ow 2agte 


base A Li ce i wy bon OF galt Gre ybodywis ; 
tk Yost weM ‘elRforadios ane Eiag a tesipet Te 


afore vanes: 


ff steciotinn vae'od” -sMoTAL SBHOTARIMMOD 


te 
e 
- 
» 


bepert <f neo Soa -al Beidgenenon astgss “9e 


notganoig ahesn 2% 


> 


ng! Wil eg (te 84e J' Hes? fault z 7 TRAY me 


“eh)eonh iltw <L +2 woes J? ach Tr ,woxs’ bt) eu teae 


* a) 


(PBB LA 2081 Sty ARPSeee Sat Les there ade 
thot: SB ibn oe Meat UIE I 
* a _ 


™ 


oo 


ANGUS, STONEHOUSE & CO, LTD. 4602 
TORONTO, ONTARIO 


cheese has been packaged more attractively as the 
biaepeest factor, rather than a change in quality? 

MR, WARD: Deon. think Mes Housewate 
would buy cheese by old-fashioned methods. That goes 
Horea LOuOL ciines, but It te particularly true of. 
cheese, because cheese, unless it is properly packaged 
and wrapped, gets very unsightly. Just leave a piece 
of cheese out on your kitchen table and see how un- 
siehntly it gets in twenty-four hours. The old-time 
grocer wasfaced with the problem of cheese having been 
left for, say, twenty-four hours, and he had to cut 
some off. Today's housewife just wouldn't buy cheese 
in that form. 

COMMISSIONER MacKICHAN: You mention that 
there was a return of 36.5 per cent of the consumer's 
dollar --- 

MR. WARD: Those are not my figures. Those 
are from the Economic Annalist. 

COMMISSIONER MacKICHAN: You quoted them. 

MR. WARD: Yee. 

COMMISSIONER MacKICHAN: Would you have any 
information as to why cheese is the lowest of all food 
items except flour and bread and canned goods -- that 
is, the lowest in the whole 60 and 14 items? 

MR. WARD: Cheese is the lowest? 

COMMISSIONER MacKICHAN: Yes, except canned 
fruits and vegetables? 


MR. WARD: I would not know. 
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COMMISSIONER MacKICHAN: Would the small 
package of 11-9/lo6ths ounces, or something -- the small 
individual package -- would that have something to do 
with it? 

MR. WARD: There are no packages of that size. 

COMMISSIONER MacKICHAN: Well, I am just 
euriine that out of the aly, 

MR. WARD: All processed cheese in Canada 
must be sold in multiples of four ounces by law. There 
is no question that with cheese, processing and packa- 
bine, aade to the cost, but if the public didn't want 
it that way they wouldn't buy it, but the fact that 
they have bought it in such large quantities indicates 
that is what they want. If they want it in some other 
form, some of our competitors will come out with it in 


another form and do the job for us. 
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D COMMISSIONER MacKICHAN: Would the large sums 
11/20 of money spent in advertising and promotion have some- 
thing to do with it? 

MR, WARD: That would be an infinitesimal 
part of the cost. 

COMMISSIONER MacKICHAN: Possibly that word 
"large" there threw me off; it might not be. 

MR. WARD: I don't wish to disclose our 
figures, but if you took our tonnage you see how small 
eed. Ss If you wipe out all advertising, it wouldn't 
make much difference in the price of cheese. I think, 
like all national manufacturers, our national advertisin 
increases volume, and consequently it holds the price 
line, does not increase it. 

COMMISSIONER WALTON: Have you ever exported 
much of your Kraft cheese? Do you have an export mar- 
ket? 

MR, WARD: All over the world, Kraft came 
to Canada in 1921, and then Kraft did ship to England 
and Germany and many other places, and when the English 
company was formed, it reverted to the parent company, 
We were in Germany, Australia, Switzerland, and now we 
are in South Africa, We are not in a position to ex- 
port now as conveniently as we did many years ago, 

COMMISSIONER WALTON: Have you any opinion 
on the fact that you can't export or couldn't have the 
markets that you did have for cheese? Why has cheese 


"——] production in the last few years -- why have you accumulated 
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surpluses? 

MR. WARD: We have accumulated surpluses to 
support prices and make it profitable for a cheese fac- 
tory to produce cheese, and people who buy cheese don't 
have dollars to spend on our accumulated surplus. The 
Government completed a deal with England at 30 cents, 
and the taxpayer has to pay the difference for what 
they get that cheese at and what they pay for it. 

COMMISSIONER WALTON: I would assume the 


very efficient cheese producers make more on this sort 


of deal. I mean, the price support is set at a level -4- 


MR. WARD: I am not hearing you. 
COMMISSIONER WALTON: With a surplus or with 
a price support, this must be a benefit to an efficient 


cheese producer, more perhaps than marginal or smaller 


MR. WARD: Do you mean the one who makes 
Canadian Cheddar cheese? The benefit goes to the man, 
if any, who makes cheese, processed cheese or other 
forms. Now, the one who benefits from this is the 
man in the cheese plant, and the farmer, really, be- 
cause the man gets the fixed price, 34 cents, 35 cents, 
and that gives a greater return to the farmer and the 
man with the cheese plant. 

COMMISSIONER WALTON: There is no indirect 
benefit to process cheese? 

MR. WARD: No, it doesn't affect us one way 


or another, because we have to get it back in our proces 
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cheese, and the public pays for them the same way they 
pay for these surpluses to England;they pay to support 
the cheese market. 

COMMISSIONER DRUMMOND: You referred, Mr. 
ford, GO the Lace tbnat =-- 

MR. WARD: Would you excuse me? Aas! os 
|uMr. P. J. Katien, the Vice-President in charge of Pro- 
duction of the Kraft Company of Canada, and Mr. F. E. 
Wright, the Vice-President in charge of Procurement. 

THE CHAIRMAN: Gentlemen, you may think 
it strange we started ahead of time. We are closing 
tomorrow, and this is the first time it has happened so 
nod. We have just heard the reading of the brief 
and a few questions, and there is still time for you 
to give any opinions you want on the subject “OL cheese. 

COMMISSIONER DRUMMOND: You Nave tererred, 
Mr. Ward, to the fact that the consumption of cheese has 
increased quite considerably in recent years, and you 
lead us to believe -- at least you suggest -- that ad- 
vertising and promotion, together with the new forms in 
which cheese is actually presented, sliced form or some 
other, is responsible for this increase. 

First, I assume you are aware that advertising 
of cheese has been undertaken by governments and also bj 
the dairy farmers of Canada, their organization, as 
well as by private processors? 

MR. WARD: IT am aware of that, yes, sir. 


COMMISSIONER DRUMMOND: And therefore, sime 
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that has happened, that any increase in consumption re- 
sulting from advertising is at least partly due to thei 
type of advertising. Is that true? 

MR. WARD: Have you ever been exposed to 
the ins and outs of advertising the way we have been 
in the Kraft business? I will answer it with a 
question, Do you suggest that those ads that the 
Government puts in the papers get leadership from the 
types we put in our magazines or the commercials? 

Would you buy anything from these ads? If they 
were cuff links would you buy them from these ads? 

COMMISSIONER DRUMMOND: I don't read them. 
I don't buy because of an ad. 

MR. WARD: I say the same thing. 

COMMISSIONER DRUMMOND: Apart from this, do 
you think there are other factors, apart from those 
that we have just mentioned, that is advertising, pro- 
motion, presentation in these various forms, that have 
accounted for this recent increase in per capita con- 
sumption of cheese? 

MR. WARD: Yes: Cheese has always been an 
economical food, high nutritional value, and I think 
the people, maybe because some of them have had to 
stretch food budgets, found that out; we have stressed 
the nutritional and economic value of cheese, and they 
have found it is true. A dish of macaroni and cheese 
for example, makes you a very substantial meal; and, 


as a matter of fact, we have put out a package already, 
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so they don't have to go to that trouble. 

COMMISSIONER DRUMMOND: We have been told 
that in the last decade or thereabouts Canada has had 
a very pronounced increase in population, a very sig- 
nificant part of which has been through immigration. 

MR. WARD: AMV wma icy mae Wed our 

COMMISSIONER DRUMMOND: Probably also you 
will agree that a great many of those immigrants have 
come from many parts of Europe where the per capita con- 
sumption of cheese 1s very high? 

MR. WARD: Hh @¥e wm wets rg Bed ahh That has aided in 
the consumption of cheese; there is no doubt about it. 

COMMISSIONER DRUMMOND: Yous; chink a ave 
alluded slightly already to the fact that the taste for 
cheese varies pronounceabl y? 

MR. WARD: Oh, very much so. 

COMMISSIONER DRUMMOND: You have old, medium, 
fresh, all types of variations between? 

MR. WARD: That pretty well covers the field 
-~- new, medium and old, and we have very old cheese, 
specially selected cheese. 

COMMISSIONER DRUMMOND: Why do you think it 
is necessary to have such a wide variation of maturity? 

MR. WARD: Well, the people who eat a mild 
cheese -- let us take the people in Quebec: a lot of 
them wouldn't eat strong cheese. I, for example, like 
a cheese with a bite; many men do. The success of 


process cheese was because it appealed to women who 
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itke mild cheese. So, like in other things, to be 
successful you have to cater to that taste. You wear 
a blue suit, you like a blue suit, but if the man made 
all blue suits and I wanted a gray one, he wouldn't do 
much business. 

COMMISSIONER DRUMMOND: Why didn't you edu- 
cate people to take either fresh cheese, old cheese sor 
medium cheese and let it go at that? 

MR. WARD: I would say that is beyond the 
power of advertising, sir. 

COMMISSIONER DRUMMOND: Well, in the case 
of butter, people are willing to take relatively fresh 
butter and butter that has a certain percentage of salt? 

MR. WARD: Yes. 

COMMISSIONER DRUMMOND: You only have a 
couple of variations there. Why this tremendous 
difference in the case of cheese? 

MR. WARD: Butter is -- I am notin the 
bu_tter business; I am talking as a consumer -- butter 
is used as a spread for bread, it is used in cooking, 
and while there is some small variation in taste, some 
people like it salted and others don't, there is not th 
same thing you have in the tremendous varieties in chee 
We even go so far as to export cheeses you have never 
heard of, because now perhaps some of these immigrants 
you are talking about have a taste for that. We are 
leaders in the cheese field and we endeavour to give 


service and that type of thing. The variations in 
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cheese is tremendous. I don't think there is any 
comparison with butter. 

COMMISSIONER DRUMMOND: I know there isn't 
at the moment, but I am wondering why there couldn't be? 

MR. WARD: Mr. Wright is an expert on the 
matter. Do you think we could educate them to one 
type of cheese? 

MR. WRIGHT: Dr. Drummond, judging by condi- 
tions not only in Canada but all over the world, people 
have their particular preferences, and one caters to 
that preference, whatever it may be. I think that is 
about the only way I could express it. 

MR. WARD: Nobody around a group table at a 
banquet or anything like that ever discusses butter and 
its various forms, but as soon as one discovers that 
there is someone from a cheese company there, they say, 
‘Do you have this cheese? Why can't I have a piece of 
Old Cheddar cheese?’ 

COMMISSIONER DRUMMOND: The thing is); 26 you 
could reduce the numbers, it seems to me it might have 
some effect, maybe not a large effect, but some effect? 

MR. WARD: I am afraid, Dr. Drummond, that 
is a Utopian dream. 

COMMISSIONER DRUMMOND: It is nice to dream. 
I think you referred a few minutes ago to your belief 
that there were almost unlimited possibilities of ralisi 
the consumption of cheese? 


MR. WARD: I didn't use the word "unlimited'’. 
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I said that I thought there were possibilities in the 
raising of per capita consumption of cheese, and I 
think we will. LoWwitigualliy i> by saying that. 7 
don't think the increases will be the same as in the 
years gone by. I think the Gordon Commission brought 
out that although there would be an increase in the 
consumption of dairy products generally, there would 
be an increase in the consumption of cheese, towards 
which we are going to work. 

COMMISSIONER DRUMMOND: And that trend, of 
Course, LS SOLNe ON. My only point is this, that. chees 
is a highly protein food, and it has to compete with 
other protein foods -- eggs, and so on -- both of which 
have very high per capita consumption rates in this coun 
try? 


MR. WARD: Yes. 
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COMMISSIONER DRUMMOND : It seems to me you ma 
have difficulty in getting very far in expanding stili 
further your per capita consumption of any one of these 
things. There are séveral competing for it, 

MR. WARD: That is the reason we say we will 
not see the type of growth we have seen. In Canada 
the consumption of cheese is far too small and it was 
never noticed at that time because we had a very fine 
export business to Great Britain, but when that fell 
away after the war when Britain could not afford to buy 
the Canadian cheese, though they still wanted it, then 
that problem became evident. 

COMMISSIONER KIDD: Mr. Ward, there is a 
theme running through your submission here which has 
been apparent in a number of others and it is simply 
this, that although the demand for food is fairly con- 
stant, food of all kinds, the demand has been increasing 
over the past few years, still it seems that each pro- 
duct has a period of support from the consumer and then 
this support declines. Then a new form of promotion 
or advertising comes along and the same product is re- 
packaged or done up in some different way and the demand 
picks up again and then it falls off again. 

Now, the questions are these: if advertising 
and promotion were to be dropped entirely, and this migh 
be a different kind of Utopia, do you think it would hav 
any effect on the total amount of food in general, or 


cheese in particular, in so far as consumption is 


— an od Oe y uue 
’ 
KA 
ae 
: 
oat 
aoe an i. sig’ Mens Stee: 7 
: ‘ + os eee ; * ; 
Ld + 4¢ 
ea i 
is ae oe * ” he ’ 
. en ae oe ce cadre 
Oy er ek Bees, & ih 
4 ; " oth a a 
| ‘ ae et q pig 
| ee he ee stag: oe yA ee 
ittss Sammedie- ut Ssplt.4 
— % « . ‘ = ¢ 
nel de 
‘ 
: seat ge fh " . A 
7 e “Ff FY 345 La - - ° _ 74 
ANNs + = x oh F % Ky ea eae 
- t ak 
| : an 4 
2 ‘ ote res J 
Dots te key at he Biber ; - r i 
RCN 25-inch Md cee, 
Pe aes : P 
PA we : 
} ae re wet 
het m oe , 
: ae” 4 ita L el om 7 
f i Peas; . 
4 he ea ne aes m 
Bat ch 
+ omahe Cn eae Et: - ee (fof 
Rive ' rhe DEAE ; 3 fone : 
. on - < al s . 
} Be 
} s a i *, te 4 5 bl ba 
iF OP, 
: Bate 3 s 
ss 
/ “hh mee = ey i Ps } ; 
ry a ie on ae a ng wip o>, 4 aa af = 
Phase 
rf . Ps * 
i “ 
Cee ca 5 ; ‘a > 
ae) . oBire, an. i j 
75 aie a o shee | ond 
; +4 i ees 
aoF 
i od 7 e » dy 2 ny: rs l * 
. J s win ® ” tee! 
mea Let he 
i 
i ~) 
Sti ! j ; > ; ’ 
4 ‘ - a ‘ 
4 at Ds 2 
. rh as A 
ce Sm ane aoe 
Poe P 
% a F 
; 4 i 
4 oo : : 
: mek G. 
be ‘= . ales & k i 
7 ay 
Hy PF athena “4 +) a oe a 4 ‘ j 
. bie K = 
=? oe ‘7 4 f , nf 
eta » 
a 
A ; ’ 
’ i aes : 
oes . 2 oe ' 
- 
1 ‘ 6 = , 
" 
> a . 5 ‘ 
oe ‘ 
y ta be 
5 ia sai 
7 ys boty 
: SE oy me 
PO as 
7 
ae Po es 
a 7 “a pat ~ 
fi. : * 
Ah : + 
bat 94 ns : * 
ots cm | etl & 7 ? = a 
oe 1 tee 
s a 
bs , 
. o ® 
va . . . A 
Pe Sanzee 
4%; ; 
is 
vould H 
= a) % 4 ; 
ms PALS 
’ re amit 
‘ 
by ry , " r a is : 
14 >t r é ; 4 : 
| 4 ae 
i] 
. ' . . 
ee ci ! >” n - 
‘14 : Pe 
‘ 
‘ os 
' es ee ae S. Lar 
« ae yaedes : 
ae 3 
5 ’ ae) ye a Seb 
" . . ? PEs 
j my" ni 133 4 eae 


, a . if ie - 
iy ” og Woy Aone 
Aaa . te : sas . bey 
th SasHtD o Sa 


ay 210 36 
2 a 
J PS ees ee 


, 


dj : 


d '¢ : reef i Sta 


“a 9s 
2 


moc 


Sets 


(ih? We 
aye De a 
52s ee gine 
t ge beclIonm Wye 
» Pia a "RIKEN oo ous tis 
r ar laug 
RENEE fae! SS ee 
‘ “ “¥ =A 
1 cyl ay a ae 
x: 


' or 
4 * 
; - j { 
Ny: : 
hee 
3 
- a fa 
‘| 
=. 
. * + 
ror 
‘a aie 
> cure & 
- A as Lt 34 
te al Ves ved 
ve os ais 
TP a 
y —_ hiw 
en ‘ 
~ 
a4 ‘ +3 
- 
i 
zy a . 
ae sity 
Z r 5 te iar 
? eo) 
*s 
t Bits 
“a “ne 
Ss d - Bast) 
4 ‘ * 
eye Fat 
‘ ’ eee 
‘ Hl 
+ a. 
= ‘ CO or 
. ld Dd a 
oi is) 
Lyles 
ae ay came 
. , 
aie? 8 AF. 
* 


ANGUS, STONEHOUSE & CO. LTD. 4613 
TORONTO, ONTARIO 


eoneerned? 

MR, WARD: Well, from my thirty-two years! 
experience in our national advertising I would say yes, 
it would have an immediate effect upon the consumption 
or 1000 productea. 

COMMISSIONER KIDD: On consumption of all 


mood Products? 


MR. WARD: All except the basic essentials.:: 
Did you ever see the figures on impulse buying in the 
supermarkets? 

COMMISSIONER KIDD: That is the very point, 
Sr COUrse), 

MR. WARD: That is brought about in part 
by advertising. I do not know how you feel about it, 
but I love those advertisements. Lt turn the pages 


over and I read them all the tiine. IT read more ads 


than I read articles in the paper, and, by jingo, I 
would not want to see a world without advertising. 

COMMISSIONER KIDD: Well, some are inter- 
esting and some are amusing but to a great extent I 
agree with Dr. Drummond, I suppose, but do you think 
the total demand for food then would drop if adver- 
tising was done away with? 

MR. WARD: It is only my personal opinion, 
but I think it is shared by the people in my company. 
I think the demand for food generally would drop and 
for cheese, yes, I do not think there is any question 


ee ax about it. 
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COMMISSIONER KIDD: Do you think the people 
would consume less unless advertising were constantly 
beamed on them? 


MR, WARD: TR O:, 


COMMISSIONER KIDD: YOu dO not think possibly 
people would consume just as much but perhaps in dif- 
pereny Torns? 

MR. WARD: We can prove it in fisures. Let 
me give you a concrete example. In 1926, Kratt took 
over the Phoenix Cheese Company in the United States 
and Canada. You probably do not remember this brand 
at all, but in the United States at that time one big 
item in food was Philadelphia Cream Cheese, which had 
been a highly successful product in the United States, 
When Kraft took over in 1923, when we went into the 
radio business in a big way with Al Jolson, the White- 
man Show and then the Bing Crosby Show, the advertising 
people said, ‘Why don't we advertise Philadelphia Cream 
Cheese?" Our people in Chicago said, No, we have 
to spend money on processed cheese and Miracle Whip; 
we cannot spend it on Philadelphia Cream Cheese; it is 
already at saturation point. People have known it for 
fifty years,’ They said, "Let us try 16 for cise 
weeks, They tried it and increased the consumption 
of Philadelphia Cream Cheese by 56 per cent on a product 
they thought had reached the saturation point and there- 
by learned a lesson. 


COMMISSIONER KIDD: You do not think it removgdd 
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the market for some other food product? 

MR. WARD: No. 

COMMISSIONER KIDD: You do not believe that 
the human stomach is inelastic? 

MR. WARD: I do not think anybody who bought 
another cheese went back to Philadelphia Cream Cheese. 

COMMISSIONER KIDD: Your point is quite 
correct, but I am saying was not the result of the in- 
crease in sales of that particular product a decline in 
the sales of some other food product? 
MR. WARD: No, I do not® think so; i think 


it means that people eat better, that there is more 


variety for their meals. Shopping and eating has be- 
come a real adventure. When I was a kid eating was 
just eating. We ate meat and potatoes and things like 
Philadelphia Cream Cheese were a treat. Well, to my 


children that is no longer a treat, it is part of 
their day-by-day diet. If we look at the young foot- 
ball players here in Ottawa and see the size of them 
compared to when we were young you will say that per- 
haps it has done something for them. I do not think 
there is any question that advertising has played its 
part in seeing they are better fed. 

COMMISSIONER KIDD: I have read some stories 
that North Americans may be consuming too much food 
and dying too early. 

MR. WARD: That is possible but perhaps we 


should try to hold the line. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


COMMISSIONER KIDD: Just one other question: 
what about the practice of selling cheese under various 
brand names which were formerly associated with, let 


us say, different companies, different countries, or 


what not, such as Canadian-made roquefort cheese or 
came nmbert? 

MR. WARD: Well, you used a bad example, 
roquefort cannot be made in Canada; it can only be made 
in France, but you can make a blue cheese in Canada. 
The monks in Quebec have been doing it for many years. 

COMMISSIONER MARTIN: Benedictine. 

MR. WARD: A very good cheese, not roquefort, 
but a good blue cheese, Swiss cheese is good. We 
cannot call it Switzerland cheese because it 1s registerdd. 

COMMISSIONER KIDD: I was wondering if this 
created any confusion in the minds of the person who 
25 purchasing the product? 

MR. WARD: Well, if you purchase a product 
eat 1s satisfactory, do you really care? If we can 
duplicate a product from Switzerland here in Canada do 
pa reaiiy care, if it satisfies your taste? The 
Swiss people, that is why they stick to the name of 
Switzerland. 

COMMISSIONER KIDD: I was only interested in 
the possibility of confusing the consumer through ad- 
vertising a brand name. 

MR. WARD: Well, in the case of Swiss we 


call that natural Swiss cheese. We sell it in 
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slices and packages ready for sandwiches. 


COMMISSIONER MacKICHAN: I am not trying to 


dig into the trade secrets of your company's pechniques, 


but I think it would be helpful if you could give us a 


description of what is involved in process cheese. 


MR. WARD: In making 17? 


COMMISSIONER MackKICHAN: Yes, 
MR. WARD: We do not mind at all telling you 
that anybody can make process cheese, 


COMMISSIONER MacKICHAN: Liam sorry oh do 
not know how because I am a fisherman. 


MR. WARD: We have a natural Canadian Cheddar 


cheese and if you do not particularly care what flavour, 
sometimes you get some of the cheaper lines around or 
whatever is available, put it ina kettle, add some 


emulsifiers and pour it into the packages. We like 


to think we select our cheeses in season and there are 
various flavours. We slide the cheese into pans, 
that cheese is then ground up and pasteurized, 

cooked, 


and certain emulsifiers are added that are re- 


quired and it is poured hot into these little packages 


and it is all done automatically. We would be glad to 
have you people come in to see how it is done. 


COMMISSIONER MacKICHAN: Would you tell us 


the percentage of cheese of Canadian origin that is used 


compared to imported -- I am taking it for granted some 


cheese is imported. 


MR, WARD: The percentage? 


f . MArsoms i 
a fi 
} 
i S 
i 
‘ eT ol ae 
= Fis. i Sy =d 
es 
oy Sh ¢ 
LFV ae oh, 
: bien yt, ; 
i ty 
ats 
> | meres 2] a 
ft 
' vt - 
; : 
- ‘ 4% 
=" v= F . 
i 
: 
~~. . 
Pile ‘ 
ts 
mn - 
1 satay 3 
4 Page 
. 
- aa * 
2 5 < 
é ns 
“ pia 
‘ 
re ; ; 
a 3 
ut 3 
/ 
; Re J 
7 
- o. , , ‘ 
Ls ies i rs 
; 
~*~ Sh ‘ : 
' i e 
_ 
: - 


~~ 


= 
a 
i] 
ok | 
‘ 
ie 
[ 
f 
he Sut} 
ita 
. 
<i mae 
2 ye 
Psa 
ww se on 
-~*9 
Fis 
ye 


eu PEUC TERA 
J 331390 GRage One ovkk 7 | 


ot od BLO EE 


i = 
= 
A 
nes j 
Perak u 
mi 
= ty er 
. 
a1 
re 
a . 
i : 
P 
tin 7 
' 
on 
Sey S| 
aby 
+ ; 
“ 
‘aaa 
‘ 
a 
ca 


Lowy aupetesy thesia 


ety 


<a - : 7 
> 

a 4) 

: ce r oe 
~ 


& Lew |? 


} 


if 
Pa tL acl 


jae, 


4 
” : 


x, 2 aif We 


Nnii A, J 
1d 
Cdl hae 
nohigess 
eayir ¥ ir 
- uy 


‘<3 6 es 
> rales te 
2 Se 
hey 
sek eee 
~ + i Foes | 6 > 
“AN aoe WEMOD 
zs 7 hal 
= > ties Tes i 
; a ’ ‘ e' ' 
) 948.) Loos ~s) sae 
: eo ye ia 
pees ‘A i wat Byiee Tur i 
73 c! 
A ie 
=, a = wei wal 
Phin] 
Ae ‘ “ 
+ % f 
\ ‘ 
. al 4 
hee iy rT DOIG SXiry 
i] 
- ¢ 
Avs 7) v nont dom 
7 PON ae, 
PORE 
: (ive at 4 
. 7 y 
= ? Nane 
: i isl 
il a) Sree oe 
Saye 
? 
4 i ! “ ine ‘ nf i 
a 
q ‘ | * 
\ « Lin Loe ee 
tie 4 
ceo 
i Ages 
if re 7h : BL 
43 & rae 
ws fay 
. ca. 
428 
+. o , , ive 
eae! 
Bos raya eis 
) 
~ 19 j aa 4 
Ai - ea 
rset y We 
~<a ee 
tr i Pad ' pu 4 
Rhy - Pa 
: ae ae 
at, LBeriee 
a °oS he ; pe re Ties 
ae 


w+ feStowmt of Gets 
: a 


ANGUS, STONEHOUSE & CO. LTD. 4618 
TORONTO, ONTARIO 


COMMISSIONER MacKICHAN: Yes, of Canadian 
eneese? 

MR, WARD: The imported cheese is very, very 
small. 

MR. WRIGHT: In the last twelve months for 
which figures are available approximately ten million 
pounds of cheese have been imported into Canada and we 
can get production about ten million pounds of the fancy 
type cheese, a reproproduction of the imported variety, 
and Canadian Cheddar cheese consumption in both process 
and natural form in Canada is about 75 million pounds, 
so the imported represents approximately, let us say, 
peneper Cenc or Utne total utilization in Canada of ali 
types of cheese. 

COMMISSIONER MacKICHAN: And a large per- 
centage of the imported would be used as such; it would 
not be reprocessed, would it? 

MR. WRIGHT: For the main part that is correc 
The predominant one being sold in the processed form is 
Swiss Gruyere, but the others, Roquefort and so on, are 
used in natural form, 

MR. WARD: Just to keep the record straight, 
the Gruyere is processed in Switzerland and brought in. 

COMMISSIONER MARTIN: It is imported as a 
finished product? 

MR. WARD: Yes, the consumption is relatively 
small, 


COMMISSIONER MacKICHAN: Probably it has 
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nothing to do with the price Spread but I was wonder- 
ing about your enthusiasm in reading these ads, Might 


it not be for the purpose of seeing what your competitor 


1s doing rather than seeing what you could take home? 

MR. WARD: I beg your pardon? 

COMMISSIONER MacKICHAN: We appreciate the 
satisfaction you get from the ads and the enthusiasm 
with which you read them. Il was wondering if it was 
not for the purpose of seeing what your competitor was 
doing rather than looking for something to take home? 

MR. WARD: Well, sometimes we do read the 
competitor's ads too. 

COMMISSIONER DRUMMOND: How many competitors 
do you have? 

MR. WARD: In 1957 I think there were twelve 
producing processed cheese in Canada. 

MR. WRIGHT: There used to be twenty-two a 
few years ago. 

MR. WARD: In the 1957 report produced by 
DBS I think there were twelve. They turn out a report 
On processed cheese every year, and that gives you a 
list of the people. 

COMMISSIONER DRUMMOND: Is there much dif- 
ference in the scale of operation? 

MR. WARD: Oh, yes, there is. Of course, 


Some are just local producers. 
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COMMISSIONER DRUMMOND: So you are really 
the three large ones? 

MR. WARD: Yes. Canada Packers, for in- 
stance, has started to produce processed cheeses under 
the Maple Leaf brand. 

MR. LEECE: I might say Burns & Company in 
Western Canada are also big processors of processed 
cheese. Their plant is in. Calsary, Alperta.. 
MR. WARD: DBS issues a leaflet that gives 
you all that information. 

COMMISSIONER DRUMMOND: Is it not a fact 
that in several European countries at least the per 
capita consumption of cheese had already become quite 
large long before most of our presentday processed 
cheeses were heard tell of? 

MR. WARD: Oh, yes. The Europeans have 
always been, to the best of my knowledge, large cheese 
eaters, That is what I say, the story I was told 
when I first came to the company. We used to have 
these charts in which we indicated how small the per 
capita consumption was in Canada compared to other 
countries. The field was to work and teach the peopl 
to eat cheese. 

We will now adjourn until 


THE CHAIRMAN: 


eleven-thirty. 


---Short recess. 
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submission of’ 
THE EXECUTIVE COUNCIL 


ene 
THE CANADIAN CHAMBER OF COMMERCE 


Appearances: 


Mr. Morgan Reid Chairman, Executive Council 
Mr. John Whyte Chairman, Agricultural 
Department 
Mr. John Sheridan Assistant General Manager 
Mr. D. Henderson Manager, Information De- 
partment 


LE PRESIDENT: Nous allons maintenant en- 
tendre le memoire de la Chambre de Commerce du Canada. 
We will now hear the brief of the Canadian 
Chamber of Commerce, 
E--ExuIpiT NO, 83: Submission of The Canadian 
Chamber of Commerce, Montreal. 

MR. REID: Mr. Chairman, members of the 
Commission, may I introduce myself? 

THE CHAIRMAN: Yes, please. 

MR. REID: I am Morgan Reid, Chairman of 
the Executive Council of the, Canadian Chamber of 
Commerce. On my right is Mr. John Whyte who is 
Chairman of our Agricultural Department. Behind me 
is Mr, John Sheridan, the Assistant General Manager, 
and ‘Mr. Doug Henderson back here is Manager of the 


Information Department of the Chamber. 
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THE CHAIRMAN: Thank you, Mr. Reid, 

ME. REDD? I presume, sir, the procedure 
is to read this tee Unless you request otherwise 
I shall omit the long tables there. 

The Executive Council of The Canadian Chamber 
of Commerce welcomes this Opportunity to present to the 
Royal Commission on Price Spreads of Food Products its 
views on matters of principle and policy relating to 
the subject of the inquiry. 

Introduction: The Canadian Chamber of Com- 
merce is the voluntary federation of more than 750 
Boards of Trade and Chambers of Commerce in all parts 
of Canada. These community Boards and Chambers are 
established to promote the civic, commercial, industrial 
and agricultural progress of the communities and dis- 
tricts in which they operate, 

The Chamber includes among its objectives the 
development and presentation of an informed public epinio 
and the securing thereby of effective action by the na- 
tional legislature upon questions relating to the economi 
and public welfare, The Chamber aims at supporting and 
developing the Canadian system of representative govern- 
ment and the preservation and further improvement of 
Canada's economic system based upon private initiative 
and individual enterprise. 

This brief is submitted by the Executive Coun- 
cll of The Canadian Chamber of Commerce and is based 


upon these principles and policies which constitute 
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the platform of the Canadian Chamber. The Executive 
Council is the body appointed by the National Board of 


Directors, the governing body of the Chamber, to 


carry on the ordinary business of the Chamber during 
the interim between the meetings of the Board. 

Chamber Policy and Philosophy: Berore poing 
into the essence of this Submission, the Executive 
Council wishes to outline the policy of the Chamber 
concerning our system of competitive enterprise, 

The Canadian Chamber of Commerce believes 
that the basic aim of public policy should be the main- 
tenance of personal freedom. In this atmosphere the 
consumer is free to make his own choice as to how, 
when or where he will spend his income, The Chamber 
believes that the Canadian people can rightly judge 
what is in their own interest and can best exercise 
this judgment through individual freedom of choice, 

These individual choices collectively pro- 
vide the great stimulating and controlling force 
Governing production, For this force to operate 
effectively, suppliers of goods and services must be 
free to compete for these choices, satisfying old 
Ones more economically and searching out new ones 
promptly. Hence come the phrases "freedom of enter- 
prise’ and "the system of private competitive enter- 
prise", 

In this competitive atmosphere, only the ef- 


ficient suppliers of goods and services can prosper. 
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Suppliers who remain inefficient or who continue to 
produce things no longer wanted will not survive. 
Through such competition, changes take place and ef- 
ficiency is increased to the benefit of the consumer. 

The Chamber is not only concerned that free- 
dom may be impaired or lost by encroachments and 
attacks from without but also that it may be destroyed 
by lethargy or ignorance from within. The sysvem or 
competitive enterprise is a positive and dynamic 
force and the Chamber believes it to be the only 
economic system under which the individual can exer- 
cise his freedoms including his freedom of choice. 

This sytem rewards those who venture and 
succeed through the application @d individual enter- 
prise and sound judgment. By rewarding success, this 
system draws forth the greatest initiative and effort 
of free men for the benefit of all. 

The Chamber is opposed to all state interven- 
tions and controls beyond those clearly necessary to 
protect some accurately defined public interest. It 
believes that government activities should not involve 
detailed participation in the decisions of private 
business or competition by state agencies with private 
enterprise. 

Canadian Chamber policy recognizes that sound 
and prosperous agriculture is vital to Canada's economy 
and that fisheries are a basic industry that provide a 


livelihood for a large number of people. The Chamber's 
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concern in the subject matter of the Commission's in- 
quiry is not on behalf of any. specific. Interest but 
rather on behalf of the general health and prosperity 
of our whole economy and for the good of all Canadians. 

Terms of Reference: Tne AnqQuinry of. the 
present Commission relates to the study of the extent 
and causes of the spread between the prices rec@ived 
by the producers of food products of agricultural and 
fisheries origin and the prices paid by the consumers 
therefor, and the determination of the reasonableness 
and fairness of such price spreads in general or in 
particular cases in relation to service rendered, The 
terms of reference of the Royal Commission are restric- 
ted to one sector of the market place. While the 
Chamber is most anxious to express its views concerning 
some of the underlying principles and factors involved 
in the subject of this inquiry, it does not propose to 
consider any particular case in the food products indus- 
try. The Chamber wishes to point out some of the 
factors responsible for price spreads as far as the 
food products industry in general is concerned, Ts 
is believed that the producers and the business firms 
directly affected by the inquiry are more competent to 
indicate specific areas where costs and other factors 
have contributed to the spread in particular sectors 
of the industry. 

The Chamber wishes, therefore, to draw the 


attention of the Commission to the following factors 
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which have undoubtedly contributed to the increase in 
the price spread in food products over the last decade, 
namely, higher taxation, higher wages and salaries, 
higher transportation costs, government regulations 
concerning food products, public preference for im- 


proved quality as well as better and newer methods of 


- preparation and presentation of food products at the 


processor, the wholesale and retail levels, and more 
and better service particularly at the retail level. 
Generally speaking all these factors enter into the 
cost of the goods which are sold by the processor, the 
wholesaler and the retailer and because these costs 
recur at the several stages between the producer of 
food products and the consumer they contribute to in- 
crease the final price. 

The Executive Council respectfully suggest 
that the burden of evidence reveals that widening 
price spreads are not necessarily harmful to any 
sector of the economy per se. David S, Ry. Lelenvon, 
Associate Professor of Business Administration at the 
University of Western Ontario, in a recent article in 
the fall issue of the Business Quarterly of that Uni- 
versity supports the contention of the Executive Coun- 
cil that such price spreads have been largely a re- 
flection of improved standards of living and should 
by no means be discouraged. Secondly, the Executive 
Council suggest that over the years a great number of 


variants have entered into the spread between the 
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price received by producers of food products, of agri- 
cultural and fisheries origin and the prices paid by 
consumers therefor. For example, the price paid by 

a prairie consumer of fast-frozen filleted ocean fish 

is something entirely removed from the consumer price 
paid for unfrozen fish at seaboard. The washed, cleaned, 
expertly packed and packaged farm produce commands a 
premium price over what might have been acceptable as 


a bulk product a few years ago. In other words, the 


price spread of today includes factors undreamed of a 
few years ago. Thirdly, the Executive Council sug- 
gest that the final price paid by consumers for certain 
highly processed foods, such as pre-cooked dinners and 
ready-mixed processed cake and other mixtures, must be 


regarded in relation to the savings made through the 


elimination of waste and through the sometimes enor- 
mous savings in time expended by the housewife, It 

is to be noted that there is a growing tendency in the 
labour market to utilize the services of married women. 
Without the savings in time possible to the housewife in 
the preparation of meals such an addition to the labour 
market might be difficult if not impossible. Fourthly, 
it is suggested that price spreads in the area of food 
products should probably be related to price spreads 

in other commodities where the processing and distri- 
bution charges would probably indicate similar changes 
throughout the whole economy. 


. y An analysis of business profits of processors, 
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wholesalers and retailers in the food products industry 
shows, as will be seen later, that such profits did 
not contribute to the price Spread which has occurred 
in the industry over the last decade. 

Taxation: Taxation at all levels of 
government has remained high in the past few years and 
has even increased over the years as Indicated in 
Table 1. In 1949, taxes at the federal, provincial 
and municipal level represented 27.75 per cent of the 
net national income, In 1951, this percentage rose 
to 31.47 per cent and since then has remained at é 
high level. 

TABLE I -- TAXATION IN CANADA 


($ Millions ) 


PPeLim, 
ee ee as oe eae 
Taxes 3666 5394 6058 6537 7362 7684 
(Fed .Prov.Mun, )(1) 
Net National Income ; 
at Factor Cost 13194 17138 19156 20683 23054 23834 


Taxes as per cent of 
Nev Nat*>-21 Income 27.78 31.47 31.62 31.31 eras Sean 


(1) Including empluyer and employee contributions to social 
insurances and government pension funds. 


SOURCE: National Accounts, Income Expenditures, D.B.S. and 
Budget Papers 1958-59 


The cost of doing business for a processor, 
a wholesaler and a retailer has been affected by the 
greater impact of taxation in the last decade. 

Taxes enter into the cost of the goods which 


are sold and, as previously mentioned, because the 
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cost recurs at the different stages between the pro- 
ducer of food products and the consumer, it contributes 
to increase the final price. The fact that this cost 
has increased over the years lends support to th¢ argu- 
ment that high taxes since 1949 are in part responsible 
for the price spread in the food products industry. 

Figures derived from Taxation Statistics 
published by the Department of National Revenue show 
that the profits (after taxes) of all fully tabulated 
companies rose from 4.1 per cent gross sales or revenues 
for 1949 to 5.1 per cent in 1950, and dropped to 3.3 
per cent in 1955 (the latest year for which such 
figures are available). 

In tne light of the current squeeze on profits, 
it becomes obvious that cost inereases, ianeluding taxes, 
must of necessity be reflected in higher prices, The 
sole alternative is a loss of protic which. ar con- 
tinued, leads to eventual bankruptcy. 

Labour Costs: Labour cost is an extremely 
important factor in the determination of price, 

An ananlysis of index number of average wage 
rates in the food processing industry and in the over- 
all wholesale and retail trade found in Appendix I 
for the period 1953-1957 shows that average wages 
at the level of the processor have increased by 
approximately 20 per cent during that period. 

The index numbers of average wage rates in 


the wholesale trade have also changed from 135.8 in 
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1953 to 148.5 in 1955 and 165.8 in 1957, an increase 
of about 22 per cent. At the retail trade level, the 
change from 130.8 in 1953 to 148.7 in 1957 represents 
a 14 per cent increase. 

The Commission will, of course, have the 
advantage of completely up-to-date figures on wages, 
profits and prices as a result of the survey being 
made by questionnaire to various sectors of the food 


industry. 
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While changes in wages affect prices as a 
cost they also affect prices through their influence 
On purchasing power, This influence of changes in 
wages on purchasing power and subsequently on prices 
should not be underestimated in accounting for the 
Spread in the food products Andustry, As shown in 
Table If, total labour income in Canada has increased 
steadily after 1951, and has Jumped as a percentage 
of Net National Income from Dont Amy LOS) to166 ah tn 
ot 


TABLE II - TOTAL LABOUR INCOME COMPARED WITH 
NET NATIONAL INCOME 
a ANU 


($ Millions) 


OD 


49 De , DD 


ae 6 Se ee ey eee 


57 


NET NATIONAL INCOME 


(At 


Factor Cost ) 


(Millions of Dollars) 131394 17138 19156 20683 23054 23834 


LABOUR INCOME (1) (foe Ofte Dis Teac 14719 15825 


LABOUR INCOME AS 
PERCENTAGE OF NET 
NATIONAL INCOME De s0. 56.7 Ole 63.8" 6420 66,4 


(1) 


Wages, salaries and Supplementary labour income, such 
as employer contributions to pension, living allow- 
ance, workmen's compensation and unemployment insur- 
ance, including military pay and allowances, 


SOURCE: National Accounts Income Expenditure and Budget 


Papers 1958-59, 

Consideration of Profits: The Commission 
is, of course, aware that company profits in relation 
to sales at the level of the food processor, whole- 
Saler and retailer, generally Speaking have not in- 
ereased markedly over the period 1951 to 1955, Appen- 


dix II shows company profits after taxes as a percentage 
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of gross sales or revenue of profit companies and also 
loss companies in the food products business. With 


some few exceptions profits as a percentage of gross 


pales were less 10 1955 than in 1951, 
A consideration of profits and loss reported 


by active companies in the food products sector of the 


wholesale trade reveals that during the years reviewed 


in the table shown in Appendix II a large proportion of 


the companies reported a loss. In the retail trade a 
similar situation occurred in dairy and all other food 
products. In 1951, 467 companies reported a profit 
and 216 reported a loss. In 1953, 546 companies re- 
ported a profit and 204 reported a loss. in 1955, 

671 companies reported a profit and 297 reported a loss. 


In the light of the profit and loss picture an 


in view of the fact that since 1949 the food price index 
has moved at a slower rate and to lower levels than 
any other items in the consumer price index, it would 
appear that those concerned with the transportation, 
processing, packaging, wholesaling and retailing of 
food products have done an effective job of holding 

the price line in the face of an upward inflationary 
spiral. The keenest competition has been evidenced in 
these fields and this has resulted in obvious price 
benefits to the consumer. Price changes, to some ex- 
tent, reflect additional services arising out of con- 


Sumer demand, Consumer demand is indicated by prefer- 


—__|| ence selections at the retail level when competitive 
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products are offered for sale, 

Government Regulations: The requirements of 
a wealthier and more sophisticated society has prompted 
government action to increasingly regulate the quality 


of food products reaching the consumer. Over the 


years government regulations at the federal and pro- 
vincial and municipal levels with respect to grading, 
inspection, storage, handling and general presentation 
of food products, have extended to an increasing number 
of food products and have also become more eats and 
comprehensive. Occasional revisions and adjustments 
of these regulations are made from time to time in 

the light of further experience and changing commer- 
cial requirements. 

It can be said, of course, that all these 
government regulations with respect to the safeguarding 
of health are extremely desirable. The Chamber is 
not taking exceptions to any of these regulations but 
merely points to them as factors which have to be 
considered in the determination of prices. Such 
action is in line with the general trend of the up- 
grading of foodstuffs with the result that the con- 
Sumer receives a better product. 

Improved Methods and Better Service: In 
recent years there has been a trend toward increased 
attention in the preparation and presentation of food 
products. The food processing and distribution 


agencies cater more and more to the preferences of 


it 
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consumers, Within recent years disposable income of 


consumers in general has increased and their preference 


with respect to food products has been in the direction 
of more packaging and processing such as pre-cooking 
eno freezing, ali of which add to the cost of distri- 
bution. 

The extent of the activities performed by 
processors and others who contribute to the amazingly 
successful distributive process has increased enor- 
mously. A variety of activities formerly performed 
by farmers or consumers are now undertaken by others. 


For instance, more and more poultry 1s being killed 


and plucked in plants rather than on the farm. Canning 


of fruits and vegetables is being transferred from con- 


sumers homes!’ to plants. In other cases processors and 


others have undertaken activities because consumers were 


no longer willing or able to undertake them. This 
explains why bread is sliced, wrapped and even forti- 
fied with vitamins, why poultry is being dressed and 
carved and certain commodities are pre-cooked or 
frozen before being sold to the consumer. 

All of these things are costs to the proces- 
sor, the wholesaler or the retailer and of course 
must be absorbed by the consumer in his purchasing 
price, The pre-cutting of meat, pre-cooking, 
freezing, weighing, wrapping in individual sizes, of 
food products, all are added items of cost. The 


Open freezer display cases, the sprinkler systems for 
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keeping vegetables moist and more attractive looking all 
contribute to the cost. The rise of consumer food pro- 
ducts is due in part to this great upsurge in the total 
cost of distribution between the farm gate and retail 
counter. 

In assessing the virtues of competition and 
the improved efficiencies and services which have develop 
ed therefrom, consideration must be given to the elimina- 
tion of waste and the conservation of the time of the 
ultimate consumer. Trimmed meats, for example, which 
eliminate bone and excess fat may cost more to the con- 
sumer per pound but this bone and fat is largely waste 
in the hands of the consumer whereas some utilization 
may be made of these by-products by the processor. 
Pre-cooked foods make precious hours available to ~The 
housewife or to the working wife which can be put to 
other uses considered perhaps more important and pro- 
fitable. These two factors merit careful consideration 
in any investigation of price spreads. 

Another circumstance which must be considered 
concerns the capital investment outlays by the processi 
and distributive organizations that have had to be made, 
not only to meet the demands for food created by “an in- 
creasing population with rising incomes, but also, par- 
ticularly at the distributive level, to bring the food 
to where the customers are . There have been major 
shifts in population since the end of World War II. In 


the areas surrounding large eities there have been 
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suburban housing developments of considerable magnitude 
and the development of large shopping centres on the 
periphery of cities has involved large capital invest- 
ment. These outlays took place during the period when 
our export demands were strong and resource development 
was proceeding at a rapid pace. The major export and 
resource development capital programme undoubtedly 
helped push up the construction cost index because of 
the necessity to provide additional capacity to meet 
urgent demand. In its expansion programme the food 
industry had to absorb the resulting premium in costs 
which were built into the construction index. In 
recent years higher interest rates have also contributed 
their share to raising the final cost of this new invest 
ment. This must be taken into account in calculating 
costs above the producer level all of which contribute 
to the price spread. 

Indices and Spreads: The Commission is, we 
feel confident, aware of the difficulties in relating 
One index to another and particularly in relating 
prices of agricultural products to the prices paid by 
the consumer, For example, the consumer price index 
includes a certain percentage of imported items such 
as coffee, tea, citrus fruits, bananas and other foods 
not produced in Canada. On the other hand farm prices 
of agricultural products include a number of non-food 
items such as wool, tobacco, hay, animal feeds, certain 


Pem=edible oils, fish, etc. This is one factor. 
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The other factor, of course, is that which has 
been referred to previously, that many Loi wakes aitlis be- 
tween the sale of a product at the farm and its ultimate 
purchase by the consumer. Marketing costs make up 
the difference and the major marketing costs have al- 
ready been referred to. In a recent statement by the 
National Industrial Conference Board (the October issue 
of "The Conference Board Business Record") the point is 
made that farm prices are largely influenced by the 
supply of commodities, while marketing costs are not 
Similarly affected. They point out, for example, that 
a heavy increase in the output of beef, resulting in 
lower prices at the farm level, may impose an addi- 
tional strain on marketing facilities and so push up 
marketing costs. in general, the marketing margin is 
influenced by economic factors beyond the farm such as 
the costs already referred to including labour and 
transportation, 

Competition: Suppliers are all under the 
necessary compulsion of competing for the consumer dol- 
lar not only among foodstuffs of a similar nature, but 
among other foodstuffs. For example, people in the 
fish business are competing among one another and 
are also competing with people in the meat business. 
Many of the larger processors establish test kitchens 
in order to improve their product and to compete more 
effectively with others in food products of a similar 


nature or other food products. All of these things 
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find ready acceptance but they do not add to costs. 
These costs are not borne by the producer and therefore 
the spread between the producer's receipts and the price 
paid by the retailer is bound to widen. The Council 
contends that competition of this nature is desirable in 
the interests of the consumer who is free, at any time, 
to decide that a product is too expensive and can reject 
it. 

Food, for example, can still be purchased in 
the raw form in many cases and cooked by the individual 
at home at his own expense. On the other hand, the 
retailer also sells precooked food for which he 
presumably paid more and if the consumer wishes to 
buy this type of food which has required additional 
processing he may do so by paying the retailer for the 


food and cooking costs involved. 
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z ae : 


The Executive Council feels that it is im- 
portant to point out that the various services provided 
by processors and retailers, such as test kitchens, 
attractive packaging and Presentation, quick freezing, 
pre-cooking and so on, all contribute towards greater 
consumption of foodstuffs resulting in ultimate benefit 
to the producer, The Royal Commission on Canada's 
Economic Prospects pointed to the recent improvement 
in the real earnings of agricultural workers as result- 
ing, among other things, from the higher level of do- 
mestic demand for agricultural products. The Royal 
Commission also pointed to the fact that trends indi- 
cate a decline in the number of Canadian fishermen 
but that the incomes of those who remain in the fishing 
industry should be much higher in 1980 than they are 
today. It is indicated that domestic demand will be 
Strong for fish not only because of population growth 
but because new methods of keeping fish fresh will 
increase its appeal. 

Conclusion: The Executive Council of The 
Canadian Chamber of Commerce respectfully brings these 
factors to the attention of the Commission with a view 
to impressing upon them the changes which have taken 
Place in the processing, wholesaling and retailing of 
food over the past several years, 


The Executive Council believes that if our 


" ———//€conomic System 1s to play an effective role in bringing 


to all Canadians a higher standard of living, as indeed 
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it has done in the past, then the market-place must be 
left as free as possible for the play of competition 
among the various units in that market-place, 

A primary function of the market-place is 
the determination of price. Market prices represent 
commitments to buy and sell in response to anticipated 


needs, and consequently are a guarantee of a continu- 


ing physical flow of goods through marketing chan- 


nels. 

The freedom of choice of the consumer must be 
the determinant, in the final analysis, of price. 
Advocates of prohibition or regulation of competition 
are arguing for the elimination of the factor which 
has conferred innumerable benefits in terms of new 
products, innovation and efficiency. 

As Professor Leighton, to whom we referred 
earlier, has pointed out, processors and distributors 
are not making large and undue profits and are not 
inefficient and therefore the argument that price 
Spreads are high as a result of their operations would 
appear to be unjustified, 

Any rigidity imposed upon the system merely 
compounds the problem which it is presumably designed 
to solve, If there is evidence of fraud, misre- 
Presentation or unfair practices then enforcement of 
Present legislation should be assured. 

The correction of higher prices is, in the 


—] Opinion of the Executive Council of The Canadian 
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Chamber of Commerce, a problem which goes well beyond 
the spreads between the producer and retailer, as out- 


lined in this submission. 
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Appendix I 


IN FOOD PROCESSING AND IN OVERALL WHOLESALE AND RETAIL 


Foods and Beverages 


Slaughtering and 
Meat Packing 


Dairy Products 


Canned and Cured 
Fish 


Flour Mills 
Biscuits 


Bread and Other 
Bakery Products 


Confectionery 


WHOLESALE TRADE 
(Overall ) 


RETAIL TRADE 
(Overall ) 


SOURCE: 
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Appendix II 


COMPANY PROFITS AFTER TAXES AS PER CENT 

OF GROSS SALES OR REVENUE OF PROFIT AND 
LOSS COMPANIES IN FOOD PROCESSING, WHOLE- 
SALE FOOD AND RETAIL FOOD (SELECTED YEARS ) 


Industry 1951 1953 1955 
1. Manufacturing 
Meat Packing 0.9 Wee P30 
Dairy Products 1.9 eat felis 
Canning and Preserving 
Fruits & Vegetables NSO) Geni Bias 
Grain Mill Products sey aay iw Ie 
Bakery Products ee 23 iO 
Canned & Cured Fish 4,3 - eal 
Miscellaneous Food Products 3.1 Hod 3.9 


2. Wholesale Trade 


Food Products ciee 6) On One 
3. Retail Trade 

Dairy Products 1.4 1.4 Ale etf 

Other Food Products wes ee He 
SOURCE: Taxation Statistics, Department of 


National Revenue, Ottawa. 
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THE CHAIRMAN: Thank you, Mr. Reid, 

Now, here again I want to say that we are 
en >the next to last day of our hearings, and we have 
had a lot of this so far and many of the points in this 
brief have already been brought to our attention many , 
many tims. However, there are quite a few points of 
interest, new points of interest, about which I am 
sure you will get questions from the Commission. 

I would like to draw to your attention 
Pareh, JUSt asa matter of Clariitileation, that on 
page 9, first paragraph, you say there in the midst 
of the paragraph: "For example, the consumer price 
index includes a certain percentage of imported items, ' 
and then two lines later: "On the other hand farm 
prices of agricultural products include a number of 
non-food items." 

Now, in the chart at our back these two 
factors have been taken into consideration and imports 
have been taken away, have they not? It has been 
done on our chart, and it doesn't make much difference, 
the lines running about the same levels. 

As far as the non-food items contained in the 
agricultural prices and the farm prices, the same can 
be said, that they won't change much, 

Now, Dr. Drummond, would you ask some ques- 
tions? 

COMMISSIONER DRUiM4OMUD: To me, Mr. Reid, I 


think the most significant queation ‘thatemight be raise 
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relates to a statement which you make at the top of 
page 10. Yousay thay yours Council, feels: ltadmpon- 
tant to point out that the various services provided 
by processors and retailers -- then you list them here: 


Test kitchens, attractive packaging and presentation, 


| quick freezing, pre-cooking and so on -- all contribute 


towards greater consumption of foodstuffs resulting an 
ultimate benefit to the producer. 

Now, we have discussed this matter on several 
occasions, and practically the same statements have been 
made, and our questions have been framed something like 
this: We readily agree these types of services will 
have the result of increasing the consumption of the 
specific commodities concerned and perhaps increase 
the consumption of things sold by specific firms con- 
cerned, but our real wonderment concerns whether or 
not these types of services do add at all to the 
total amount of all commodities consumed. 

MR. REID: Well, sir, I think in replying 
to that I can add an additional factor, that -- there 
are two things that seem to me rather important in 
this statement in attempting to reply to it for you. 
One, as already pointed out, income levels are higher 
in Canada, they increased over the period which the 
Commission is reviewing. Therefore, there is the 
additional factor that the average Canadian has more 
discretionary income than he had before. I won't say 


that the increased attractiveness of certain food 
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products as a result of these various efforts to improve 
and present a particular item would overall increase 
food consumption, because, after all, food products 

are competing with other demands on the consumer, 

other types of things to which he may devote his income, 
ano) £ would think, sir, that 10 is a reasonably good 
assumption, by increased variety, better presentation, 


particularly against this background of higher incomes 


which finds its way into the spread itself, that it is, 
in fact, a correct statement. 

COMMISSIONER DRUMMOND: Well, then, does 
that mean, in your view, that the average Canadian 
consumer of foods has been able, during recent years, 
Povcculally expand the stomach area? 

MR. REID: INCA sree I have heard this 
argument. I rather feel that there are two things. 
The stomach area may not have expanded, but the type 
of food which is being consumed has a greater processed 
element in it. Perhaps when you get back to the 
primary level this means that there has been an in- 
creased demand for the basic agricultural produce. 
in addition I would say this: over this period again 
and this so-called inelastic stomach and increases in 
incomes, greater varieties of foods are just beyond 
what you would call the basic essentials -- and they 
vary from person to person, Mr. Chairman -- that there 


is, as a result, an increase in total food consumption, 


COMMISSIONER WALTON: would you also add 
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increase in population which has permitted this? 

MR. RELD: On; “yes, this is quite true: 

COMMISSIONER DRUMMOND: I am thinking of 
the per capita, of course. 

MA, REID: Yess 

COMMISSIONER DRUMMOND: I understand you 
to say this, that primarily because of increase in 
consumer income during the period we are talking about 
a certain fraction of the population did not have the 
financial wherewithal to take the requisite number 
of calories -- let us put it that way? 

MR. REID: No, I didn't mean to imply that 
23a se) I would think that what I was saying was 
that there was greater variety of those food products 
that may have been considered in these years as some- 
thing that was on the margin between a family, final 
decision, whether you are going to buy these tea 
biscuits which are prepacked or whether you are going 
to spend that money on some other essential food for 
the family. But I did not mean to imply the other 
side of the picture, that the calorie intake of 
Canadians was below what was considered necessary, 
because I don't know. 

COMMISSIONER DRUMMOND: Even in Canada ther 
were some people, for various reasons, primarily finan 
cial, I suppose, who were simply not able to get what 
our modern nutritionists say is a requisite for them, 
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these people in recent years they were able, and there- 
fore did, increase their per capita consumption? 

MR. SHERIDAN: I think there is another 
factor to be considered here, and that is perhaps in 
our childhood the hambone was kept to make soup. To- 
day the hambone is throne away; you can buy canned 
soup, and that has increased the food consumption to 
a certain extent, and that is true of a whole series 
of things’. I suggest, in the case of the witnesses 
who were here previously, we may be eating more than 
we perhaps should. Perhaps those who are eating 
beyond their minimal nutritional requirements do so 
because they are eating things which they wouldn't 
have if they were not so attractively presented. 

That is another point to add to the arguments which 
have been put. 

COMMISSIONER DRUMMOND: That is a very 
interesting statement. i interpret it to mean this, 
that because we, let us say, take out bones, take out 
certain things which you call waste, that while human 
beings do not consume those, yet you are suggesting 
that technically they are, and therefore our practice 
of eliminating these things has the effect of in- 
creasing consumption. 

MR. SHERIDAN: What I am suggesting is that 
because of the convenience of new products they are 
being used instead of making use of other things 


which involve a certain amount of time and effort in 
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the making of soup, and so on, and there is a double 
consumption of products where there was a single con- 
sumption before. 

MR. REID: Mr. Whyte would like to add to 
that. 

MR. WHYTE: I think mothers are more con- 


eerned about the nutritional value of food as far as 


their children are concerned than they were long before. 
This high protein food comes from animals largely; the 
animals in turn consume grain. Probably a long time 
ago a lot more porridge was being consumed than there 
1s today, but the farmer may make greater use of the 
grain he has on the farm by having more protein food 
in a concentrated form. 

COMMISSIONER DRUMMOND: Yes, I agree with 
Mebeunao, but LL return to the initial question, It 
seems to me -- you are probably very well away of this 
-~- that in recent years, particularly during this post- 
war period, the official evidence indicates that there 
has been a very pronounced shift in the type of things 
that people actually consume, I suppose; in other 
words, they have been taking much less cereals, potatoe 
things like that, and have substituted therefor things 
like these protein foods, fresh fruits and vegetables, 
and so forth. 

Now, substitution is one thing, but a total 
net addition is another, and I am anxious to know whether 


or not you actually believe that there has been a total 
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MR. REID: Sir, I think that that is the 
feeling of the Executive Council, and presumably some 
measure that is most difficult to ascertain under any 
circumstances, whether you do it on a per capita 


net addition of consumption? 
calorie intake or some other way, but I feel that it 


team Overall opinion, that it does increase food con- 
sumption. 

PRecetrs, .oGioentally, if 1 may vadd one 
thing, one factor that wasn't mentioned here, and it is 
becoming increasingly important, and that is that there 
is more marketing done in an effort to find out what 
the consumer wants, and therefore to avoid the wastage 
of putting these goods on the retail shelf which he 


doesn't want. 


COMMISSIONER DRUMMOND: In your consideration 
Bimprolivs On page 7, you said that those concerned in 
the distribution of food at various levels have done 
mectrective job of holding the price line in the face 
ar an inflational spiral. In view of the trends of 
prices that you see behind here, would you not be in- 
clined to agree that the farmer producers have done 
€ven a better job? 

MR. REID: I think that the farm population 
have done an excellent job; as an old farmer myself, I 
have got to say that to begin with. T wouldn't argue 
with you on that point at all. I think that the profit 


figures do show that there has not been any real 
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expansion, and the competitive factor is so strong 
in the food industry that it 1s very difficult for 
anybody to obtain a particular advantage for any 
length of time. Would you agree with that, Mr.Whyte? 
| MR. WHYTE: Les 

COMMISSIONER DRUMMOND: I could go through 
at some length this whole question of competitive 
factor, but we have done that on several occasions, 
and I am not sure that it would be too advantageous. 
But brief after brief refers to this fact, that the 
modern food business 1s extremely competitive. We 
readily agree with that. What we are concerned with 
is the basis or bases on which this competition takes 
place. What we are primarily interested in is the 
degree of price competition as against other types 
of competition. Perhaps you could give a summary, 
a statement of your own view as to how much price 
competition exists compared with other types? 

MR, REID: Well, I can only answer it as 
a consumer who sees what his wife wants in foodstuffs. 
As we tried to say at the beginning of the brief, 
this is the ultimate point, it is the consumer that 
counts, her wants and her preferences, I think, 
from what I have seen -- and I am speaking purely 
from personal experience at the moment, as a con- 
Sumer -- that there is a great degree of price com- 
petition at the retail level in foodstuffs, «.extra- 


ordinarily so, and personally I don't think there 
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can be any question about the fact that at the retail 
tevel in the- food industry particularly and in the 
whole retail industry it is one of the most competitive 
areas in this country; there are over 150,000 retailers, 
and in my own experience I think I can say that I am 
quite convinced that there is a great deal of price 
eompetition,. 

COMMISSIONER DRUMMOND: I promised myself 
and others that I wouldn't ask any questions today. 
Iwill defer at the moment. 

COMMISSIONER KIDD: i am not going to take 
too much time today for the reasons that have already 
been mentioned, 

Returning to the top of page 7 again, you 
Say: "The keenest competition has been evidenced in 
these fields and this has resulted in obvious price 
benefits to the consumer. ' Are you saying that food 
prices have declined? 

MR. REID: No, not by any means. I think 
all we are saying is that this keen competition shows 
up in the profit margins as shown in this brief in one 
of these tables which has not shown any expansion at 
this particular level, and this is, I think, ean expres- 
Sion of the very vigorous competition which does exist. 

COMMISSIONER KIDD: Where are the obvious 
Price benefits? 

MR. REID: I think the obvious price benefit 


is through the competition which exists, and there has 
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been no expansion in the final margin, This’ ts the 
benefit that is derived from competition in our 
economy, increased efficiency, an increased effort 
to satisfy the consumer with a minimum of waste, and 


they find their expression in prices, 
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COMMISSIONER KIDD: You say increased effi- 


11/24 ciencies have had an effect on prices? 


MRe SREIDs I think that is quite right. 

In other words, you cannot say prices went down, We 
are not really attempting to say that. We are saying 
they would have gone up more if it were not for that. 

COMMISSIONER KIDD: Dr. Drummond mentioned 
that we have had quite a number of submissions that 
have said the same thing as you are saying, that there 
is a great deal of competition and sometimes price com- 
petition, sometimes other forms of competition. On 
the other hand, we have probably had an equal number 
of submissions that the sort of competition you are 
speaking about here is steadily being impinged upon, 
not by government action but by other forms of action, 
and if this is so, if these people are correct, what 
would you think are the possibilities of maintaining 
competition as we go along? 

MR. REID: I am not quite sure what you 
mean in the other forms of competition. You said tha 
some people have said that there are other things that 
are impinging on this competition process. 

COMMISSIONER KIDD: Well, you mentioned 
150,000 retailers? 

MR. REID: I hope nobody takes that as an 
accurate figure. 

COMMISSIONER KIDD: Give or take a few thou 


sand, It has also been mentioned to us that there ar 


=p9>* 


7,22 euy:* 


a 


Se SYS Locks si! 


pegiaa ng goer} 

Ca ceo P ge ais 
fide oMup wi dans aabde Tt 
(ot tre nsaise Yee annie % 


‘aie 


ee at. 19 age 


Li ar” 
de) oye = eas ates” eg 
A Eh Kot ae wesw Ol TE. wom gu Bh 
: va) rere au Tsai All| ay: a eT? mi ’ 
laf Cano reo! day ie Aedes eit 


ts iy a pate Peed / 
: or st we: i feed aihete = 2 of 
Ae a al ap: pe, 


pact 


ay cgay 
Val ATG 


‘svsd 


: ’ as us (re 
- > ave h bere, petite . 
OV O9\T LISCog bai day. 
. : t eo rete as a 
—? g wnwih. Bas Wealth hi tee ae 
a pd Den lit: Sales ve toeeds 
{ 
5 fe a tS £5 
] ; ? bye) | Greer eyes 
. t. t Tie <), fy Wh rad ge ha oer we ae 
| 4 roel a oS hae ‘ rg) 2 bie | cht, wih i é Ma 7 ay: 
i ey a cry. whe <¥e 
; i : ig ge se) SR a ed ss Everio tae ay ae 
is fee + 22S. tO? tj “eT Ge aG a 
| rae ae ae) SiG the ras 
= ae = P ‘ a Mee, dat ni) - a 
Pee 2” OR -7 9 ir eS Se, Le PET te? ee | *) id Wg s 
} 
“ - 
f rin ) 
j Wives i) 
“4 ; 
‘ *y ig 7 
eo ao i s*s ae oe pis ‘ 
ha ay-6 6S hed a 7 oj an é x | ¢ 
x : Sen et, ‘ ere 
% > rhs ro a 
Fé i) dae wYOs Sanne ei i 
we, * « 7 me f Sits os 
sey a 2 8) Pot aap eas ee Hecugt! r 
i} 
! : ieee 
ae os) A we aay 
t 
Pres o oees ‘ 
ra pit: : | _* 
i+ He ce —V Je7u } ] «4 i or “ACs 


SRBcae tea Lay” 


5 


a, OMY se) 4 sar 


: ude eaMo rena 


nr bei ay 


ti aS, 
os ‘ey categnlls Ja vliset don = 


als | 

Lag TMHOD | 

PRR hee in > i aeh : 
nes = 45M 5W y 4 


Bee Sine 
ow hos 79rid0 te 
ener 


iano 


St Saba Juoda “estisegs 


fy be: 38 oved siaben me 
ee 

"S. iA? 10 gatankont 4 
Leei 


arnemte = Stwtd- ofr od tial 


eM Nee 


CY a8 ‘ 
we oan 


+ Laie ee 


ox. sven bLuow i 


re 


nen ade ‘bias evad 


omigenas A003 239g 


é nrot sia Siete 1) 


i hy ° 
i 


Z ty anure — 


\Y 
von vd Jou. 


. : ra «oh 
,o@ af etd’, 32 bam 


ca Ly 
eee Teahre van eS d mi 
as Mritd? uey vivo 


any 24eqmap 


- oe rh & 


sedge eazy nl BOY 


ve ae 


“tg can i: 


i 


webb i 
TA , 

* 

" . coe 


A 


fanoltads arn 300 ait : 


mis 
nll 2 


— 2 {fl 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4655 


five or six companies in the retail field who have 
sixty per cent of the marketing now. That obviously 
is a fact that might have something to do with com- 
petition as you are relating it here that would be one 
of the other forms apart from government action. a 
am saying what do you think are the chances for main- 
taining the present degree of competition in Canada? 

MR, REID: I do not really think that 
there is any less competition as a result of this. 

I should say, five, and I am not an expert in this 
meld py any Means, buv again, as 1 neplieds to wr: 
Drummond, I do think as a consumer that the competi- 
tion process, including retailing, has never been 
stronger than it is today. I do not know what the 
tenor of the brief of the other supermarkets and other 
members of the food retailing group has been, but I 
would think that you would find a rather broad, general 
OpanLon ror pthat rcharacter. Perhaps Mr. Whyte may 
have something to add to this. 

MR. WHYTE: Well, I feel that a good, alert, 
independent retailer is in a better position today to 
make a success of his business than he ever was. It 
requires, like every other business, a lot of know-how 
and skill and knowledge and good financing, probably t 
a greater degree than ever before. People who do no 
have those attributes, of course,will fall by the way- 
side rather rapidly, but this probably is a good 


thing because in the long run I think tt is going. to 
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allow a play of competition which will be stronger than 
it ever was before. 

COMMISSIONER KIDD: Well, now, on page 2 
you say in this competitive atmosphere, you point out 
the various reasons some firms cannot survive. Now, 
if these firms do not survive and if we move further 
along the road of fewer suppliers in any particular 
aspect of the food industry or in the total, if they 
do not survive, what do you think will be the effect 
on prices? 

MR. REID: I think if you will look at this 
paragraph you will see what is implied there, What 
we are saying is that in a particular section of the 
industry suppliers who produce things that are no 
longer wanted, or are inefficient, will not survive. 

If the particular element of the industry goes out of 
business, undoubtedly there will still be an attrac- 
tion, perhaps more so to those who enter the industry 
to operate an efficient plant which produces those 
things which people want and produces them efficiently. 
I do not think it necessarily follows you are going 
towards the end in this process. 

COMMISSIONER KIDD: I am only keeping in 
mind what has been given to us on a number of occasions, 
that five or six companies do sell somewhere better 
than fifty per cent of the food sold in this country 
and if competition works in this way, that a number 
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of firms will not survive then would that not be an 
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indication that we are moving further along this road? 

Mie REL: I do not think so, particularly 
with an increase in population which they are going to 
serve. As long as the impact of taxation and other factbrs 
makes them profits, there is still an inducement for 
risk capital to move into this particular industry. 
Frankly, I do not think there would be any traffic 
an that direction at all. owever, on the other 
hand, the burden of taxation is such it will discourage 
Peete, as 1 wil toa industry, I think that is a 
eachner Important factor in this. 

COMMISSIONER KIDD: As Dr. Drummond says, 
this is a fascinating subject and we could spend a lot 
of time on it, but we have been around it a few times 
now. 

On page 5 you have labour cost: how do you 
jepine labour cost? 

MR. REID: Well, I think 1 will ask fr: 
Sheridan because I keep thinking of my own business 
in this respect, and I might offer a definition which 
would perhaps be not quite as accurate in terms of what 
you want. 

MR, SHERIDAN: Our labour costs in this 
regard are wages and salaries at all levels, processing 
retailing and wholesaling, all those factors that go 
into the thing. 

COMMISSIONER KIDD: I ask that question be- 


cause there seems to be a conflict immediately you move 


' ° aa |) 1 sana ent, 


‘ 


; 


oe tara 
op Vai 


GE 


oe 


Dat 7 
als io eS 
Site, 
fie 


a re 


& 


q 
ial 


m 
Ea fi 


77 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


from that sentence into the next one, because I see 
nothing in the submission in respect to the relation 
of average wage rates, and on the next page total of 
labour income, which includes such things as paid 
allowances, 
MR. SHERIDAN: Those are not strictly in 
that. 
COMMISSIONER KIDD: At the bottom of that 
page in the last paragraph you say: 
"While changes in wages affect prices 
as a cost they also affect prices through their 
influence on purchasing power.” 
Now, does this simply mean that as purchasing power 
rises prices should also rise? 
MR. REID: No; ‘the Implication-im this 
sentence is that the greater amount of discretionary 
income that is available to the consumer he is likely 


to spend it on more highly processed items of the 


character that have been discussed here -- frozen foods 


and items of that character, which have a larger input 


into the cost because there will be additional value 
by the consumer. That is what it means. 
COMMISSIONER KIDD: This is not a discus- 


sion of either the supply or demand factor? 


MR. REID: No, this is a basic sort of thing. 
This influence of changes in wages on purchasing power 
and subsequently on prices should not be under-estimate 


in accounting for the spread in the food products indus 
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We are not attempting to measure the impact 
of this, 

COMMISSIONER KIDD: bo 1t. 4s not a question 
of increased purchasing power through demand increasing 
Geices noriisnitca squestion of supply increasing the 
possibilities of decreasing? 

MR. REID: This is the use of income, 

COMMISSIONER KIDD: All right, on that 
point it involves to a certain degree some of these 
points that have already been discussed, bue you tnd 
cate that your belief is that demand is increasing 
the amount of food consumed in this country? 

MR. REID: I think I said that certain 
things contribute, as we have said in the brief -- 
certain things have contributed to increased con- 
sumption, I do not think there is an overall state- 
ment that total consumption of food has increased, 

It 1s pretty difficult to say what the total consump - 
tion of food is, depending on your measurement. 

COMMISSIONER KIDD: I believe it Is a 
fact that disposal of consumer income as it is rising 
has meant that the actual amount that has been spent 
on food has been fairly constant in the past five years 
or so? 

MR. REID: This is not the last survey 
but to go back to about 1943 or 1949, the actual con- 


sumer price index --- 
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COMMISSIONER KIDD: Well, I am thinking 
more based on the comments that we have received, 

MR. REID: Weg. 

COMMISSIONER KIDD: The percentage has been 
pretty constant of disposable income. Of course, 
there is a lot more disposable income now. 

MR, REDD: mes. 

COMMISSIONER KIDD: This gets into this 
question of spread, of course. 

MR. REID: Yes, 

COMMISSIONER KIDD: If the actual amount 
Spent is still the same and the amount consumed is 
also the same, then we have to try to account for the 
difference that exists in the end there? 

MR. REID: vex: 

COMMISSIONER KIDD: Well, there are a great 
many more comments, but I will pass now. 

COMMISSIONER WALTON: At the top of page 
{ where you speak about the efficiencies in transpor- 
tation and processing and on the whole an effective 
job has been done holding the price line in food pro- 
ducts and this was through this keen competition and 
all these other factors which have been of benefit 
to the consumer. I was just wondering if this fact, 
the lower return to the producer -- I believe when 
the food products are extracted from the other things 
this line more or less follows it. Do you think that 


this is a relatively small increase in relation to the 
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other increases of consumer goods which might have 
been done because of lower farm products if this 
line had been diverted? 

MR. REID: THAGO vs VOL oLCuUl Ls Lome 

COMMISSIONER WALTON: Would you have any 
Opinion on that or do you think it would be a factor 
1 Blas Been 

MR. WHYTE: 1 dent think I could =real iy 
have an opinion on that. 

COMMISSIONER WALTON: This is our probiem, 

MR. WHYTE: Nationa! aisle Minier One of the fac- 
tors -- we are not discussing them here, and I don't 
know whether I should bring this up, but it is an 
impact of world prices, of course. There is the 
factor of -- it has been mentioned here -- the change 
in the contents of crops and many other things of 
this character that do not operate all the same way 
mierne titel price point to the consumer. 

COMMISSIONER WALTON: sO many producer 
Pricrs have indicated to us they felt it has been av 
their expense perhaps that food prices have not gone 
higher in view of the other consumer products and 
that they are really through all these efficiencies 
all the way through. It has had a depressing effect 
on their prices. 

MR. REID: On their farm prices? 

COMMISSIONER WALTON: Yes. 


MR. REID: I would like to ask Mr. Whyte if 
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he would have any comment. LI wouldn't say so. 

MR. WHYTE: ion’ think SO. I think 
any efficiencies that have been instituted in the 
processing from farmer right through to the consumer 
would have benefitted the farmer rather than anything 
else. I have an advantage as a manufacturer over 
somebody else and I can afford to pay a little more 
money to the producer because I can turn around on the 
Same level and yet get a larger turnover of' goods. 

COMMISSIONER WALTON: It has been profitable 
in these last few years with the increasing population 
but even to increase the capital investment there must 
have been sufficient profit to protect the risk capital 
to provide for these increasing outlets that we have 
had to do the marketing? 

MR. WHYTE: Certainly it has been at the 
retail level. 

COMMISSIONER WALTON: Yes? 

MR. WHYTE: it has not been so much so at 
the manufacturing level, I don't think. 

MR. REID: I think in reply to an earlier 
question on the basis of competition, one of the 
measures of competition is seen in the comparative 
Shoppers of retail organizations whose do constant price 
checking on the other fellow's price. This is per- 
haps the most tangible expression of this keen competi- 
tion about which we have been talking. 


THE CHAIRMAN: I have a question on one 
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factor that has been worrying the Commissioners for 
a while now, as to the impact of modern merchandising 
ways of bringing people to buy on impulse that they 
would not buy. 

in your brief there is a particular point 
you mentioned that efficiency and absence of waste 
seems to be the rule, as much as can be seen in the 
Pood industry. 

In answer to a question from Dr. Drummond 
you said these departments have got to be taken into 
consideration, and it enters my mind that I don't think 
that has been considered, The research and follow- 
ing inquiry is being made by firms who make research 
to find out if their products will be popular or not, 
as far as they can make out. Could that be construed 
as a thing that is really bringing better results and 
less waste and improving things? 

MR, REID: I think that is quite true. 

THE CHAIRMAN: I just wanted to point out 
what my question is. We have been asked many times 
if it would not be less wasteful to do away with ad- 
vertising and promotional schemes and merchandising 
and let the goods go without the cost they involve. 
Would there be more waste following such a system where 
there would not be, evidently, any research practically, 
whether on the quality of the product or the demand of 
the consumer or has that kind of research inquiry 


prevented a lot of waste? 
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MR. REID: I think the research ---. 8 
may state I am a firm believer in this, whether it is 
economic research or whether it is marketing research. 
I think research is important whether in the food in- 
dustry or in any other industry, starting right from 


the point of whether you are going to invest in new 


physical assets of a particular place, where you think 
there are customers to be served, and then when you 


have discovered that whether the particular products 


you are going to sell in that particular area are 
products which consumers want or give an indication 
they want. 

There is no assurance, by any means, but it 
is just rather a more intelligent approach to it. 

I can think of what happened in the cities 
in the United States with this question of advertising. 
One newspaper stopped publishing for a period of time 
because of a labour dispute and the strange thing that 
happened was there was not only a decline -- as I 
understand it -- I have not got the figures -- but 
there was not only a decline in the sales of many types 
of retail outlets but that also included the food stores 
This is a rather interesting thing. 

I don't think it offers any general answer 
to some of the questions that have been posed but it is 
part of actual experience and as such I think it must be 
regarded as an indication of the importance of adver- 


tising in increasing sales of food products,and in 
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consumption, 

THE CHAIRMAN: Going one step further, would 
it be absolutely impossible to really think, thaw umetead 
of being a costly procedure that all the costs involved 
through research and advertising and merchandising could 
well possibly be a saving if it was considered that 
waste is eliminated through previous research and 
information? Would that be possible? 

MRS REED Pe UnaAnk 60% sir 

MR. HENDERSON: May I say a word, Mr. 
Chairman? I think the previous question hit the root 
of the whole discussion of this question of whether 
or not we are following the controls of a free socLety 
or whether they be controls of a monopolistic society. 

Probably if we were content as individuals, 
as Canadians, to accept one kind of cheese and we all 
must buy it whether we wanted it or not, then to me 
it would be conceivable to be cheaper to have one oilece 
of cheese in the store than to advertise that there is 
available a choice of pieces. £ think that. is basic, 
and the expense of research, if I may so, Mr. Chairman, 
may result in some savings to some of the consumers 
but it also is a benefit in the upward market of our 
Standard of living to which we are continuing to strive. 
If we can find a better way to do things through re- 
search for the Canadian public, then that is what we 
_—] 4re aiming at in order to improve their standard of 


living. 
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COMMISSIONER MacKICHAN: Why should re- 
search always turn up with higher prices for the pro- 
duct? 

MR. HENDERSON: I am not sure it always 
does, sir. 

COMMISSIONER MacKICHAN: I am not either. 
iu seemed to be the implication of what you said. 

MR, HENDERSON: No. if I tett that im= 
pression that way I did not mean it that way. I think 
Pesearch is designed, first of all -- 1f a business 
firm starts a research project it is obvious it is 
doing so not for the benefit of humanity initially or 
essentially or necessarily, but in order to sell more 
of its products, and therefore it tries to find some- 
thing that is more appealing for those who are going 
tO ee LU; 

This may or may not result in a cheaper 
product. It could result in a cheaper product rather 
than a higher priced product. i tink © can point 
to some things, apart from the food industry, in the 
field of certain materials like nylons where you may 
find that it is much less expensive to buy nylon 

Socks or nylon stockings today than it was to buy 
Silk stockings or socks previously. These are indi- 
cations of research benefits. 

COMMISSIONER MacKICHAN: After a few more 
people got into the manufacturing? 


MR. HENDERSON: Well, this always happens. 
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THE CHAIRMAN: Well, it being a quarter to 
one now we will have to adjourn until 2.15. We want 


to see you again, if you can, at two-fifteen for a 


little more questioning. 


---Whereupon the hearing adjourned at 12.45 p.m. 
to resume at 2.15 p.m. 
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---On resuming at 2.15 p.m. 


THE CHAIRMAN: ME held, al hare sine: 
MacKichan was asking questions when we left this 
morning. Do you have any more questions, Mr. 
MacKichan? 

COMMISSIONER MacKICHAN: We are not at 
the chapter and verse just at the moment. 

COMMISSIONER WALTON: Maybe I could pick 
up a question I was interested in, On page 2 of 
your brief, in the third paragraph: 'The Chamber 
is not only concerned that freedom..." -- which, 
Potake 10, 18 tree enterprise or profit: and jogs, 
whatever one wants to call it --'may be impaired or 
lost by encroachments on the tax from without but 
also that it may be destroyed by lethargy or ignor- 
ance from within." It just occurs to me that in 
other fields -- and because you have said restrictive 
legislation of governments coming into things is some- 
thing that impairs this economy we have developed in 
North America -- would you be prepared to add two 
words to that sentence: lethargy or ignorance "or 
abuse’? 

MR, REID: T think that is @tiene. When 
you say would I be prepared to add it, of course, I 
cannot change the text. 

COMMISSIONER WALTON: I know you are doing 


rinciples. 
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MR, REID: I think we say that at the bottom 
of page 10: "If there is evidence of fraud, misre- 
presentation or unfair practices then enforcement of 
present legislation should be assured, ' That se nou, 
really, specifically what you are saying? 

COMMISSIONER WALTON: No, but the freedom 
OF choice of the consumer -= this is on page 10: 

mus be the determinant, in the final analysis, 
Srvprpice, ” In other words, you are assuming that. the 
customer should have the freedom to choose and that, 
all things being equal, if these factors in this type 
of economy work all right, that it would be a fair 
choice. In other words, she calls the tune, and if 
abuses which we have -- I think it is on the record -- 
Soe vrournt: cur diy evidence in. other sectors of the 
economy, that monopolies in certain industries have 
been brought up before the Combines Investigation, 
and so far as the consumer knew they had a free choice 
and everything else, but, in actual effect, in some 
sectors of our economy this was a controlled choice -- 
Piarviriclial choice’. There wasn't the freedom of 
the customer's choice. I would assume in following 
your philosophy on the first three pages -- and may I 
say I believe in this sort of economy, myself -- that 
there is room within it, particularly if you have 
units in any segment of the economy, when it becomes 
strong enough and powerful enough they can, in effect 


-- and it has been proven -- control the consumer's 
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choice as to price and, perhaps, even produce. That. Ve 
why I asked the first one. 

MR, REID: You can possibly say that the 
Government itself -- I would not use the word "abuse’, 
but in the area of reducing freedom of choice, and when 
we are talking about this price factor, the Government 
is the most powerful element in the whole picture, You 
can look outside of the food area for a moment, where 
certain types of excise taxes apply to certain goods, 
and not to others. Now, this is a control at price 
level, and the justification, except pernaps an 
revenue terms, has long since gone. BUG. Le cabs 
an abuse of the consumer's choice, or isn't it? iG 
is in a sense, because what the Government is saying 
is that perhaps some goods are less essential than 
Osners., AS s00n as you are forced into that type 
of approach, you are certainly, perhaps, abusing the 
individual's freedom of choice. 

COMMISSIONER WALTON: Well, this was a 
leading question to one thing I had in the back of 
my mind, that the fact that there has evolved the 
necessity for certain government restrictions on cer- 
tain segments of our business economy, because of 
abuses, your Association, as such, is representing, 
Shall we say, the retail level and part of the distri- 
bution system, expresses a concern that we may even- 
tually lose this free choice of entering into busi- 


hess or even choosing products. Has your Association, 
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as such, through its own locals or your national 
Association, had any practical demonstration, or have 
they evolved any practical methods to offset this loss 
of essentially, which is basically, individual freedom 
elther in business or as a consumer? We have had 
briefs presented to us from producer groups who feel 
-- you have used the word "ignorance’ , In other 
phrases, some groups have said that if every group knew 
a little more -- which would mean better education -- 
we feel our present system would work better, and they 
have suggested it should be either a voluntary organiza- 
tion with government help, or another department of 
government with a cabinet minister, and others have 
said the industry itself, and they have included the 
producer and all the different groups, should be able 
to do more to promote better understanding between the 
people who produce and the consumers, and all the 
people who provide services. Has the Chamber of 
Commerce -- this is one of our terms of reference, that 
if we see -- and everybody has said that everybody is 
ignorant and they don't know what makes the other side 
tick; that if she knew more it would be better for 
Canada's economy. Have you got anything to help us? 
MR. REID: “L tnhink-T car say on that that 
the Chamber has two important committees; the Economic 
Development Committee, and an Education Committee. Both 
of these Committees, in their various ways, are directed 


towards this very important aim that you are mentioning. 
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Both these committees of the Chamber do a most effective 
Job in this area all across the country. This is the 
Story of competitive free enterprise, but the Education 
Committee directs its efforts towards -- I would not 
want to give the exact objective because Mr. Sheridan 
can do that much better than I -- but its SUPDOrt, oF 
our educational system, the belief that the consumer 
who has an education, in the broadest sense of the word, 
the best education possible in our country is the most- 
informed person and better able to make judgments of 

an economic character of this kind, and this is really 
tie OO jJectave Of Such a committee. 

COMMISSIONER WALTON: No; I was actually 
looking for a practical --~ I notice one of the officers 
of your Council represents an agricultural --- 

Mh. REED: Mes 

COMMISSIONER WALTON: That acknowledges that 
this very important segment of our economy within your 
own Association -- you feel it is important to keep 
that liaison? 

MR, REID: We do, very definitely. 

COMMISSIONER WALTON: Without being selfish, 
are you each, as a consumer, assuming there is no par- 
ticular merit to having consumer representation in 
this whole distributive or business chain? I am not 
doing a selfish thing in asking it, but you have ack- 
nowledged one. How practical or how effective has 


been the dissemination of better understanding within 
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your own group, or have you got a better machine, or 
do you feel that you need to have a better repre- 
sentation and better education programme? Are you 
reaching enough at both ends? 

MR. REID: We can always improve. I think 
an effective job 1s being done in this area. L mighe 
add one comment, and that is that many of the trade 
boards and chambers of the Canadian Chamber of Commerce 
are essentially rural areas. We have a very local 
agricultural opinion that is expressed through the 
National Policy Committee of the Chamber, which sits 
once a year, which is a very democratic institution 
in the formulation of Chamber policy, which enables 
these particular areas to present their views as 

strongly and effectively as they can, and this all 
goes into the making of Chamber policy, and it is a 
very democratic procedure, because a small Chamber of 
Commerce from a rural constituency in Western Canada 
has an equal vote with the Montreal or Toronto Board 
of Trade. This is the way Chamber policy is formu- 
lated, and the background of that policy is the in- 
ternal liaison in terms of the education which you 
have been discussing. I would like you to ask Mr. 
Sheridan to add to this, because I know he can. 

MR, SHERIDAN: Mr. Chairman, I have an 
engagement which necessitates me catching the 3.05 
train, otherwise I perhaps might occupy the rest of the 


afternoon on this. However, the Canadian Chamber of 
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Commerce, through a committee which is called the 
Economic Development Committee, operates an educational 
programme on behalf of Canada's enterprise system. 
This programme is one that is operated through more 
than eight hundred Boards of Trade and Chambers of 
Commerce in all ten provinces, and the Northwest Terri- 
tories and in the Yukon as well. It also operates a 
programme for 2500 corporate members by way of radio, 
television, booklets, platform, news letters and every 
other media of communication. Rach year the Canadian 
Chamber of Commerce, through a series of thirteen five- 
minute broadcasts, operated on over 100 stations, tries 
to bring out some of the aspects of our economic system 
with a view to developing a more-informed public opinion 
through the news letter, the Canadian Business, the 
official magazine of the Chamber of Commerce, through 
committees in these 800 Boards of Trade, and through 
an unknown number of employees of the 2500 corporate 
members of the Chamber, this information on the role 
of profits, for example -- and one of the pieces of 
literature which was distributed recently was called 
"Economic Freedom and You" -- the relationship between 
you and me and consumers -- the relationship to freedom. 
I would like to add one more thing in answer 
to the first part of Mrs. Walton's question with 
respect to abuse. I would like to point to a new 
piece of policy which was approved at the last annual 


meeting early in October and read it to you. It states: 


diishndhd: ahiondaw vid pram 6 


mages 


Ch OR. ETAT « 1954 Lend eee 


a? enn . 


. 
ee ie eae a We - 
es Nir ee Fras oe aS be 2 


! » dhol? Ine 0.0% 52 Masot babe ‘ate anda | 
: ew, Ae ie ia! 


/* ae ae Aen Gee SAT GCh, <xEe = , oes ay on q a 4g i ts rh: aang 


, st 3 
J ex 7 : : ts oe 
SWACISp oh JE" TS e ee ee a ensoe | 
j ; ; a ~ae i oe 
‘ : ae 8 rn ay at 
; in! ride fee ee ey 20 / NVEteS ple TOD ie ro. soma rho 
¥ <. & 
{ ny a : Se Ge, cana 
: Pee, Oa, AES S immerse” EPO” SARC 1/9iaeor .oates Minboude 


| 7 SS 
rn att Aran ee Bayete a Ms) Ttoee as ch - j j ah Pe i On ae at aie ent: | 


Fos bs 
7 ’ ? oP a ee 8 7 ees Beane - 
ae ¢., 5 cite) pet dy he Kec oes ere ft a Li Pe ,reu ‘ern air , "aC cnet 
otal ee ae - 
\ =n ies 'p My elie in. Bt? 
i ee ¥ = Wi ane cr ad J Se 
ST Se Lae ERE MONS Tis YeAQO | pC PRROLERTT GICREE 
Ciera - ¢ me ee 
! 4 ei iy ck oy ae aie 
the > eg . * , 
re ‘Ty Cag oretesy ae fina uk 2 ma. “os ao ay Pern es f 
oon ey et Nea ad : = A “4 ® e ive (55) auae “Ss 
: = a + ‘ NY : yh Bg, i & 
1a si 7 0 
4 . ~ | a Tt © 70f ies t ok he y ) 
Bee Oe Pe pan aa arte ale ve : Sit Bipol iD welty 4.d0Ry 
etna “4 ’ F 
i : : sy yh (ei, Saar 
a Se 4 ca AS ' 
+] a - hue Ateece . “ « 
pee at RHE Sere eee ey tSIVS£ Ge A? pguowig) 
ie 
ee 
é ie ; : ‘ 
an vat v oo ae >? ah to pan 
be or ge - 7 oF ed e ; - 2 ini) +3 - ers) vy 
} : a Py x ny 
age s : 
_ Po. , € be 
Pye ween ee on Te | 
Cattersper? 77 BOE seed 
SS [ane 7 
} 
c ik . ‘a tee oe v y 
eerie & SA, a Vo hone 3 Ie 
. 
- bai 
t Seacrest DCE, 
i ie ying 33s “sdrnwt 


ik yy i xe 
. s Fi 7 = . ¢ He ¥ J 
i es pre 2 , ry | 
be ws 
r a > a at 
5 4, . fips 7 
;, SE é Casas ay ao ar eee UD y att 4 
y 
ai SB i . } 
‘ , oS PST re ‘ Aves - 
'-- wd ie La ee ahee. . ni « = wa o@ 4 
oe fae 
i % a , rae ‘ , J 
ar By Fs cet we «¥ n ca is2 ant j & 


oe 
= 
o 
ey 
- 
- 


5 pie dee 


A tin aes te Pee gis wink His kha 


o 
Pp 


fon ci\ 


uo 
={f 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ROY T 


“The Canadian Chamber of Commerce believes 
that sound relations with the public must be 
maintained by business to ensure dynamic growth 
of the economy and to preserve the free compe - 
tition society.’ 

And this is the significant sentence: 

‘This requires the practise of sound 
ethical standards of performance in relations 
affecting customers, shareholders, employees, 
proprictors, in: the public interest. 

Thank you, sir. 

COMMISSIONER WALTON: This is just some- 
tiing -- iT am not a specialist in any one Field -- but 
it was this particular phase, and actually what I was 
trying to pinpoint was, do you think that your Associa- 
tion, as such, with all its memberships -- you are 
reaching a certain ercentage -- but do you think, 
collectively, with other groups, who are trying to 
do the same thing, do you see the need for collecting 
all of these and having the impact so as you can 
reach the ultimate customer? 

MR, SHERIDAN: I think, in answer to that 
question, that the Canadian Chamber of Commerce is 
an organization which has channels which can reach 
€veryone in Canada. I say this because in a commun- 
ity, particularly a small community -- it is difficult 
to reach the people in the larger communities -- in 


the smaller community the Board of Trade is the 
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organization in the community,and if an effort is made 
at the community level to reach the community, it may 
be done, whether it is by public meeting, or through 
the local press, or otherwise. Also, the corporate 
members are certainly reaching down to the level of 
the man on the street. 

COMMISSIONER WALTON: The urban population 
today is concentrated in the bigger centres and 
Canada's population is now 60 some odd per cent in 
the bigger centres. Would it be that a Chamber of 
Commerce finds 1t just as difficult in the bigger 
population of Canada to disseminate this thing they 
are trying to do, where the population is greatest ae, 
it is almost like a concentration of the food imadebue 
I draw that parallel there, and I am going to stop 
because I am surelI will get out of my depth. 

MR. SHERIDAN: There are problems there, 
but the Boards of Trade and Chambers of Commerce are 
in communities of 200 or 300 people as well as in the 
larger communities. They reach the larger communi- 
ties through the medium of television and radio where 
you may not have the same success in reaching the 
smaller areas. So, you have a different approach 
for the two areas, but I think it is possible. 

COMMISSIONER WALTON: Thank you. 

COMMISSIONER MacKICHAN: The question which 
I had when we adjourned at noon had to do with the 


middle paragraph on page 4, which says, "An analysis 
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of business profits of processors, wholesalers, and 
Peeciters, Li the food! products industry snows, as 


will be seen later, that such profits did not con- 


tribute to the price spread .. .' and these words 
are mine, 'in any degree’ -- '. . . which has occurred 
in the industry over the last decade," That is the 


combined profits of all these people did not add any- 


thing to the spread, and you ‘quote Professor Leighton 
twice, and, while I haven't the article with me, I 


think the nearest he comes to it is to say, not 


making large and undue profits’. Bue, this 
unqualified statement on page 4 bothers me a bit. 

MR. REID: I would dike to say this: 21 you 
will look at the profits in relation to the sales, 


there certainly has not been any expansion as a per- 


centage, and I remember a statement in the Royal Com- 
mission which met in 1949, and in discussing profits 
at the distributive level there was a statement some- 
Eaine bo the effect that if all profits had been 
eliminated at this particular level the padueeon in 
price would have been very slight. IT think this: is 
a reasonably correct paraphrase of what 1s said; you 
can easily check on that. 

COMMISSIONER MacKICHAN: I probably would 
not have brought it up if the words ‘very slight" had 
been there. 


MR. WHYTE: I think it really means that it 


has not increased the spread. 
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COMMISSIONER MacKICHAN: Perhaps not at this 
point, but in your Appendix II you show that meat 
packing did and dairy products did and miscellaneous 
food products did -- that is at the manufacturing level. 
in, che. wholesale trace, food products did, and in ‘the 
retail section dairy products did. 

MR. WHYTE: Some did and some went down. 

MR. REID: This is a broad statement on 


the entire structure, 
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COMMISSIONER MacKICHAN: But it would be 
just peculiar, wouldn't it, if in those years these 
different segments didn't contribute something to the 
spread, the profit portion of it? 

MR. WHYTE: It didn't contribute to an 
increase in spread; I think that is what is implied 
here. 

MR. REID: We don't think that it did, sir. 

COMMISSIONER MacKICHAN: In Appendix II 
we have been interested -- and we probably nad 25 an 
your questionnaire -- if the invested capital had been 
one of the items shown. 

MR. REID: Well, I think there ie 4 question 
BhHere, too, When you get into this GQUeSTLON or An 
vested capital -- and this is something that could be 
discussed for some time -- we are not sure what the 
discussion really proves, But there is one factor, 
of course, and that is that there has been a develop- 
ment at the retail level, at any rate -- and this is 
the only one I can talk about -- towards leasehold 
Operations, towards lease-back type of business, and 
whether this is a liability to wholly-owned operations, 
and so in comparisons of that character T think you 
have to be careful you are comparing the same type of 
thing. 

COMMISSIONER DRUMMOND: I think they have 
shown some substantial gains. 


MR. REID: There has been a trend towards 
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the lease-back type of operation in that period. 

THE CHAIRMAN: I understand you have re- 
ceived no questionnaire from the Commission? 

COMMISSIONER MacKICHAN: Not as such. 

MR. REID: No. 

THE CHAIRMAN: imcorder Leet this eignc, 
I assume that this paragraph on page 4 indicates that 
in the period between 1951 and 1955 profits on sales, 
having been lower, they should not have tended to 
increase the spread? 

MR. REID: Yes, we do not believe that 
profits have contributed to the increase in spread. 

THE CHAIRMAN: I think it ds rlgnat vo say 
that if the profits had been lower on sales they 
have, in fact, somewhat reduced the spread? 

MR. REID: In those areas that could be so. 

COMMISSIONER DRUMMOND: On page 6 under 
the heading "Consideration of Profits’ there 1s this 
statement, that company profits have not increased 
markedly over the period 1951 to 1955, and the word 
“markedly seems to me to be rather significant. aig 
would suggest that they have increased somewhat, and, 
if that is so, then they must have made some contri- 
bution, 

Mit.) sRELD's IT wouldn't think necessarily. 
Mr. Whyte, would you like to comment on that? 

MR. WHYTE: Between those two times, of 


course, there has been a considerable increase in 
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population and a resulting increase in the amount of 
business done, and while there may be more busines 
done, even at that level of profits, you do have the 
same total in the final analysis. 

COMMISSIONER DRUMMOND: You are taking the 
net profit rate? 

MR, WHYTE: Ness 

COMMISSIONER DRUMMOND: This statement is 
referring to total profits, rather than the rate of 
prorat? 

MR, .RELD: Yes. 

COMMISSIONER WALTON: onaller progscuronva 
bigger volume? 

Mk... VREED: Yesq 

COMMISSIONER KIDD: Those profits you have 
listed, they are profits on the sales dollar? 

Mig Ree Thise Ls insAppendix is That 
is right. 

COMMISSIONER KIDD: And the profit figures 
for the industry as a whole and for segments of that 
industry as a whole. Now, wouldn't you say that it 
gives a correct picture when we have already seen, as 
we discussed before lunch, that there may be a relativel 
Small number of companies with a large share of the mar- 
ket and -- considering that factor -- these companies 
may have better profits than the large group of small 
companies, which, of course, when you are adding the 


~ | total you may say that the total for the total industry 
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is nov very much, but for the segment of the industry 
which controls most of the market, would you say that 
there may be a big impact? Let me put it another 
way. Supposing there was an industry with twenty- 
five companies in it and there are five large com- 
panies control 95 per cent of themarket, and those 
five companies get seven per cent of the sales, the 
other twenty companies get one per cent of the sale: 
Would it be fair to say that the average is about 
three? 

MR. REID: I can take this to the distri- 
butor's level and ask Mr. Whyte to pick it up from 
Laere” on, I don't think that these things necessarily 
follow. I think it is possible that you can have a 
situation where there are many small independents in 
the retail trade, some of whom may be in areas which, 
for purely geographic reasons, are less subject to 
intense competition, It is conceivable that in these 
minority areas, as has been suggested, that you may 
actually have a higher profit level than in the five 
competing groups where you have intense competition in 
a highly organized location. Ll think 2t is quite 
possible. I don't think you can derive that conclu- 
sion, though, 

COMMISSIONER KIDD: Would you say that as 
turnover increases it could be expected that there would 
be a smaller unit profit? 


MR, WHYTE: I think it depends on what kind 
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Of turnover it is, of course, 

COMMISSIONER KIDD: Let us take the food 
industry, which is an industry of rapid turnover, and 
as the sales’ multiply, my question is, is it not fair 
to expect that you can get a lower unit rate of profit? 

MR. WHYTE: I should think you should get a 
higher rate of profit, shouldn't you? 

COMMISSIONER KIDD: I would be interested 
in hearing your reasoning there. 

MR. WHYTE: I think most businesses are 
set with a different number of -- this is a big ques- 
tion -- they have fixed overhead and various other 
factors whichcome Anto It. The more volume. you do, 
of course, the smaller the fixed overhead becomes. 

Well, answering another question you asked a 
little whilé ago, Mr. Kidd, and that was what effect 
these large manufacturers or businesses have on the 
overall picture. I think there are several things. 
Mr. Reid has mentioned location; that is very impor- 
tant. Another thing which is equally important is the 
management of the business. I know of businesses of 
an equal, similar type, and both small businesses com- 
peting against large businesses, and one business does 
well, another one does poorly, mostly because of the 
management picture. 

COMMISSIONER KIDD: Which would you say was 
the more reasonable yardstick: profits on sales or pro- 


fits on investment? 
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ih Vg bya t a ela Be Welr, in the first place, could I 
apk you =—4 yardstick for what, sir? 
COMMISSIONER KIDD: Well, we are talking 


about profits at this moment. 
MR. REID: Well, I’ don't think that question 


could be really answered conclusively. I don't see how 


it could be, really. Both these factors are taken 


into account. 

COMMISSIONER KIDD: This is the problem with 
the Commission, Supposing we have a company that comes 
in and says, We only made 4 per cent on our sales,’ but 
you look at the balance sheet and they have made 40 per 


cent on investment. Which is the yardstick this Com- 


| mission should use in measuring profits? 

MR, REID: It is very difficult to pinpoint 
the investment picture, because it depends on whether 
you are talking about property which is leased back or 
whether you are talking about wholly-owned property and 
how they appear in the balance sheet of the company con- 
cerned, but certainly there must be a return on investmen 
You would have the incentive, not only in expension to 
provide for the needs of more customers, particularly 
customers in other areas, but also to provide the in- 
centive for the input of new capital assets in the form 
of improved machinery, things of this character, which 
in turn can, overall, reduce the prices because these 


are factors tending towards increased productivity. So 


° 


from that standpoint you would have a return on investmenfp, 


ary 


: a : 


EAbbOE oulipoenkt sae cos ie! 


eta 


: : 7 ALE 
| ‘Viet te Faas 4 cae h 
: Nid Se etl d it é a 
Hien LED orta! aw {Pod ‘ow amano 
* “ = ‘ge 
4 ei Os etre 


edtecenc oxi? Nala 4 nob d  LiaM Lae A, ec 
MO Son I "Heh. ft “hepiew beset ~~ uc 


Pi 


i 
Shue sas ous : 


fe MAL Amy ih eds dre pga nso ES pM 
enn 
(Gyn £ avel aw erties tats , Je tee inmep ata | 


eh eas oar ate i 


LB TOP «hanes ie bs Loeueay ke ai othe naa 'a 
elas re ; 


2 
~ 
a 


w5e Oil hell eR. vote. Lot Asnia goneiad ar 78-aionl 


rs re ; See: iif = fx. > 
°it) Lie =n Si untae (a yale 2" #aknw Srentzevas iw tie} 


Se 


ha Bed 2 
z : et a : tol 
“4s 5 £egtiorg eadsihijest wl Seu binge noleame 
: tes - f 
mrooisy C2 gig eih wey BET stan Ae 


‘ietiy om eiaeygeh 2! sepened .PUNSig: InheniasveTe 


a i 
Sad ae ; A 
4 as *» a » é a a - o - leat ds * iz * » 7 

fF ade ee Dabs i wv i. : Pk haped Hl Oda sith l ae se : i; 


. oe 


oT S-sivota eon IRE LG Law gods qntsiay oD ‘poy sondern 


Mat RS aR aah. 5 FS ae Ode, ri stad ait ne THsdGs vend wo 


a) A in ae Pal , 7 = ig 
tawiar it wissen 0 ao Bala eteety easel nid . MOE 


oJ neorsasgite At gy oe. yea 7h Veet SOT! _ is ‘Svar bivuew ¢é 


} 
eee I ee — ne cement eg oa — pce 6 meme yee gS 
7 ‘ 
Ps ~ 


‘“ivaleutJiSh...oe ele atod te she sf af? qo? obtved 


~"? Yay Ghivesa Gt, 2026 Jeu ont ‘vores’ nt sxsnudge 


a ao ‘Hee Jj Sze ie abuse. Worl ia suqnt: ‘arid a0 ov? 
Ewe <> 
So the * ladon regis, 620)" to nates “greta hha bévotge hy 
ASA 
: ein * 8 Digs bd +f 
wetriy St: 8 SERIA ener iaasve «RO re 
a ‘ eke ox 


Ueividophors 7 sooner aie 


Gt. Ho ida «A tees Pi niiew ae ; 


/ mos 2 : 
oe < oan 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4687 


because it is an important factor in making possible 
those things which provide for an efficient operating 
business, whether it is at the processor, retailer or 
wnolesaler level. 

MR, WHYTE: I think you would have to look 
at the nature of the business. »nome businesses, by 


picir Very nature, Nave a ‘very short life, and by that 


I am speaking of the uranium business. We don't know 


how long it is going to last, and yet there is a tre- 


mendous amount of money spent on that industry. 

COMMISSIONER KIDD: Isn't that a rather bad 
example to take, because there has been a guarantee to 
@nsure return on investment? 


MR. WHYTE; Until 1962: I am thinking of 


the type of business that may be replaced by something 
eree in the not too distant future, 

COMMISSIONER KIDD: Would you say, Mr. 
Reid, that the better measuring stick for us would be 
return on investment? 

MR. REID: I don't think you can take either 
one; I think you have to take both from an operating 
standpoint. The operator looks at the return on 
sales. From the standpoint of the input of further 
capital into the business, there must be an adequate 
return from the investment standpoint. ao dont 
think you can answer this question absolutely. 

COMMISSIONER KIDD: In the last day or so 


we have had one or two producers come before us and tell 
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us that their prices have been set on the basis of the 
cost of manufacturing plus productivity. Now, on 
pase 3, in the middle paragraph, you say that these 
factors that you have listed enter into the cost of 


the goods which are sold. 
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Would you agree with the other submission 
I mentioned, that Profits are also a cost to the con- 
sumer and enter into the final price of the article? 

MR. REID: Well, I can Only refer back to 
the previous statement that if all profits were. elimina 
ted it would, of course, mean that none of these 
businesses could continue to operate to provide food- 
stuffs, to provide a market for what the farmer has 
produced or to bay the wages to the people who are 
going to consume the food, If all profits were 
eliminated it would only mean a very Slight change in 
price, I am merely quoting the answer to the previous 
findings, and I do not think the situation has changed, 

COMMISSIONER DRUMMOND: Mr, Reid, you have 
outlined in your brief what you believe to be the 
challenges of the free competitive system and refer- 
ence has been made in the succeeding discussion to 
Some of the characteristics of that system, In the 
Passage which Mr, Sheridan read to us a few moments ago 
the words ‘sound, ethical standards of performance" were 
included in the end passage, I am wondering whether 
there might be quite a difference of Judgment or opinion 
or conclusion as to how “sound, ethical standards of 
performance’ might be defined, Now, we spoke this 
morning about the whole question of competition in this 
System and about the fact that appears to be quite 
definitely a fact that you have several different kinds 
of competition Operating contemporaneously under this 


System and price competition is only one, Now, among 
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the others I am wondering if there are not some that 
we would all perhaps agree were in every sense justi- 
flable but possibly some others that might be at 
least seriously questioned. Perhaps some of those 
types of competition, if you want to be Very especitLe. 
think in terms of the current practice of food dis- 
tributing firms giving very huge prizes, running 
contests and so on, all with the same general objec- 
tive in mind of expanding their particular volume of 
sales. From their stanapoint it is good economics, 
nevertheless, each of these types of competition does 
require expenditures, first on their part and .eventual- 
iy-on the consumer's part. They are a cost of mar- 
keting. It would appear to me that those particular 
forms of competition would be not used today if those 
who used them did not get far more for their money by 
using that particular form of competition than, let us 
say, straight orice appeal. I am wondering whether or 
not your Association has given any serious thought to 
the question as to whether or not some of these types 
of competition might not be very well regarded as 
definite abuses of this system? 

MR, REID: Well, in the first place I think 
that you would probably agree that sound ethics is 
a pretty subjective thing; I think we all might have 
different views within a modest range. There are 
some things there would be more people agree on than 


others. I do not think I can comment on your statement 
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that this form of competition of putting tin soldiers 
in cereal boxes is particularly unethical provi ed the 
consumer shows by their preference in buying it that 
that is what they want. I know as an individual I 
can walk into any food market and I can either buy a 
box of cereal that has no toy soldier in it or I can 
buy one that has. I might be buying a different 
bundle when I buy the box with the toy soldier in it 
because my young boy wants a toy soldier, but never- 
theless this is my exercise of customer preference, 

I can buy this or I can buy a box of cereal and go 
somewhere else and buy a toy soldier. EdOsnot nine 
this can be regarded as unethical in any sense of the 
word, if the individual consumer can still exercise 
his preference, this to me is the most important point 
and it is one which the Chamber is particularly trying 
to emphasize in terms of this new statement of policy 
of the Chamber, emphasing consumer preference and the 
importance of competition. We stand on that as our 
principal statement of policy. 

COMMISSIONER DRUMMOND: It seems to me you 
have what is perhaps called two types of freedom. You 
have the one which you just indicated, the freedom of 
the consumer to buy what he or she wants, whether it 
contains a toy soldier or some other gadget. You have 
also the freedom of the food distributor to use that 
particular .method to play upon the relative lack of 


knowledge, the relative indifference and the relative 
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inclination of the average human being to fall for a 
type of inducement which is relatively valueless. 

Now, there are two types of freedom and I 
am wondering which, in the last analysis, is the one 
to be considered most. 

MRS REED: I think anything that is fixed 
in peacetime, the consumer preference is the reduction 
in freedom. Lcarm only comment this way: i. was 
Assistant Administrator of Retail Trade during a couple 
of war years and I remember that in this same area -- 
it is really basically the same -- we attempted to 
establish what we thought were essentials in certain 
products and services and non-essentials. We found 
that some of the consumer groups, such as those with 
which Mrs.Walton has been associated, had a very 
different opinion and expressed themselves very force- 
fully and very intelligently on this. 1 think £ 
learned my lesson at that time that the question of 
Werue 1s a subjective one too. If you want to buy 
that toy soldier along with your cereal product I be- 
lieve every Canadian should have a right to do so, 
wnether I buy it or not. 

COMMISSIONER DRUMMOND: Well, that is quite 
a definite statement of view, and that is what we want. 
The other ‘viewpoint which has been expressed to us on 
a number of occasions is the fact that all of those en- 
gaged in the food handling business are supposed to be 


handling food, not a whole “ot of other things which 
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are normally supposed to be handled more eriloientily 
by other media. That is the other viewpoint. 
COMMISSIONER MARTIN: On page 6,at the 
bottom of the page,and the top of page 7, you Say? 
gris seh Bcod, index has. moved at a slower 
Tate and to lower levels than other items in 
the consumer price index, it would appear 
that those concerned with the transportation, 
processing, packaging, wholesaling and re- 
talling of food products have done an effec- 
tive job. of holding the price line in the 
face of an upward inflationary spiral. 
To me it seems you suggest in that that the food busi- 
ness has done a better job than other types of business 
Is that what you mean by that? 
MR. HID: Peco NOG  UiniLak this te 2 com- 


parative statement. It says "have done an effective 
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COMMISSIONER MARTIN: Yes, but you relate 
that to the fact that the food price index is going 
at a slower rate and to lower levels? 

MR. REID; Of course, in the consumer's 
price index you take certain other items such as 
service and shelter, which has gone up more than the 
food price index, Thies. the meaning of this sen- 
tence, a comparison. 

It shows that a more effective job in hold- 
ing the price line has been done here, Certainly 
the rental index and the service index have risen 
rather Substantially over a comparative period of time. 
This is purely a comparative statement. 

COMMISSIONER MARTIN: Suppose they do as 
efficient a job as any other type of business, tiem 
the prices stay lower does it simply mean that the 
cost of the raw material which in this case is the 
farm product was lower than it should have been com- 
pared to -~- 

MR. REID: I would not say than it should 
have been" because I would not profess to be an expert 
Bc all. 

COMMISSIONER MARTIN: Has been lower over 
other raw materials? 

MR. REID: Lethinis this ts undoubtedly an 
element in the picture. 

COMMISSIONER MARTIN: Thank you, 


THE CHAIRMAN: Mr. Reid and gentlemen, 
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thank you very much for a very interesting brief. 

MR. REID: Thank you very much, sir, and 
members. We appreciated the opportunity of being 
here even though I am not in the food business and 
just happened to be Chairman of the Council this year, 


THE CHAIRMAN: Thank you. 
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submission of ‘ 


CANADIAN FEDERATION OF AGRICULTURE 


Appearances: 
Dr. H. H. Hannam President 
Mr. David Kirk secretary 
THE CHAIRMAN: We will now hear the brief 


of the Canadian Federation of Agriculture, 


PE =exXH I BIT NO, 39: Submission of the Canadian 
Federation of Agriculture. 

THE CHAIRMAN: Are you going to read the 
brief? 

MR. HANNAM: Mr. Chairman and members of the 
Commission: I propose merely to mention a few highlights 
of our Canadian Federation of Agriculture presentation 
today. David Kirk is Secretary of the Canadian Federa 
tion of Agriculture, He 1s an economist and at the 
present time is handling the economic work for eo) ba 
Confederation, He will present our brief and be our 
witness. 

In our presentation we contend that by any 
reasonable standard of comparison, food prices cannot be 
considered high or excessive. Yet, at the same time, 
it is the responsibility of this Commission to investi- 
gate the widely held view that the marketing and dis- 
tributing margins on food prices are excessive. Our 


position is that if these margins are too high their 
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main effect has not been to raise consumer prices to 
unduly high levels, but rather that these extending 
margins are one of the causes of low prices to the 
producer. 

We will have a brief observation to make 
about the problem of price spreads. For the most part 
these observations will be aimed at informing the 
Commission about some of the questions which we hope 
they will investigate, and deal with, in their report. 


Food as a fundamental of well-being is under- 


standably a matter of vital concern to consumers. Views 
as to the reasonableness or otherwise of the level of 
food prices, and the conditions that determine those 
levels,are widely and passionately held in our society. 


For this reason, and because, of course, of 


the direct bearing spreads have on producer returns, 
we attach great importance to this Commission's work. 
Not only are we looking forward to its findings with 
great anticipation, we are undertaking to ensure that 
the work it is starting not be lost, that a continuing 
research and information programme be established 
following the presentation of this Commission's report. 

That is all I have to add. Myr, Kirk was) 
present our brief, 

MR. KIRK: Introduction, 

Sg The appointment of this Royal Commission 
on Price Spreads of Food Products is regarded by the 


—||Canadian Federation of Agriculture as an occasion of 
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first importance to the future of the farm industry in 
bois country. When in January of 1957 the annual meet- 
ing of the Federation decided to ask that an inquiry like 
the present one be undertaken, it had become evident 
that among farm people there was a growing concern with 
the widening spread between the farmers! price and the 
consumers! retail price, This concern cannot be attri- 
buted to any single commodity or circumstance, although 
there is no doubt that the position in respect to 
meats bulked large in the thinking of our membership. 

ete The Canadian Federation of Agriculture 
is as its name implies a federation of farm organiza- 
tions, representing all major sectors of agriculture, 
and with members in every province of Canada except 
Newfoundland. The CFA 1s a general farm organization 
embracing all bona fide forms of producer organizations. 
This includes direct membership, general farm organiza- 
tions, cooperative enterprises, marketing boards and 
commodity associations. 

a Since its appointment the Commission 
has heard representations from a large number of organiza 
tions, including many of tne farm groups represented in 
the Canadian Federation. It is not our intention at 
this time to bring forward detailed evidence on price 
Spreads because we think that to the extent such evi- 
dence is available to our memberships it has already 
been put before the Commission. In addition the Com- 


mission is undertaking extensive research into the 
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subject and enlisting the assistance of departments of 
government and business and cooperative organizations 

in assembling data and interpreting it. It appears 

to us that the best contribution the Canadian Federation 
of Agriculture can make at this stage is largely to 

look at the reasons why we think this Commission was 


needed, and what we hope to see result from it. 


Hcope, Olathe. inquiry, 

4. The representations that have been 
made, both by farm and non-farm groups, have clearly 
Shown that in the minds of the people of this country 


the subject of price spreads embraces a very broad 


Penge of problems. No doubt the Commission has at 
times felt that its terms of reference can hardly be 
considered to cover all the subjects and problems 


placed before it. We think, however, that it would 


be a very great shame if the Commission were to inter- 
Peer its instructions narrowly, and in doing.so to fail 
tO come to grips with many of the questions that are 
felt by both producers and consumers to be matters of 
vital concern. if, in fact, the, Commission is drawn 
to some extent into a consideration of broad questions 
of agricultural policy and examination of the economic 
condition of the farmer and the reasons why he is in 
this position -- this is all to the good. 

ee We could illustrate what we mean, per- 
haps, by looking at the wording of the first reference 


of the Commission. This states that the Commission 
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is to inquire into the extent and causes of the 
spread between prices received by the producer and 
prices paid by the consumer for food products’. A 
narrow interpretation of this instruction might lead 
the Commission to confine itself to an examination of 
the costs that are added to the price of a product 


after it has left the hands of the producer, It 


might consider that the return to the producer could 
be ignored and concern itself only with the other 
elements in the final price to the consumer. Lr 
however, the Commission were to adopt this point of 
view, it would fail to take into account that the 
extent" of the spread, considered as a proportion of 
the total price which the consumer pays, is determined 
by the return which the farmer receives, as well as 
by the amounts added to the producer price for trans- 
portation, storage, processing, packaging merchan- 
dising, etc. It would also tend to ignore the ways 
in which farm price changes affect the marketing margin, 
and vice versa -- an important area for study. 

Price Spreads and The Farmers! Economic 
Position, 

6-5 A great many of the submissions made 
to the Commission refer to the changes in the spread 
in percentage terms, and it is significant that the 
Economics Division of the Department of Agriculture, 
in the limtted amount of work which it has been able 


= to do in this field, has concentrated on statistical 
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measurements of the farmers! share of the consumers! 
DOLLA » The decline in recent years in the farmers! 
share is a reflection of the unfavourable economic 
position of the farmer as well as of increased mar- 
keting margins. 

es When you have a situation, such as has 
developed in the period since 1941, in which in spite 
of intlated costs farmers receive less for what they 
sell, while consumers pay more for the end product, 

it requires on the part of the consumer more than a 
casual glance at the prices on the grocer's shelves 

to be convinced that Canadian agriculture is in the 
weryedatiicult position that actually exists: 

ot The facts are that in the years since 
1948 the income per farmer has dropped some 20 per 
cent measured by the purchasing power of that income. 
This contrasts with a rise of some 30 per cent in 
earnings in industry, again measured in constant 
dollars. The decline in farm income has taken place 
an spite of a nearly 30 per cent reduction in the 
number of self-employed farmers and a heavy substitu- 
tion of increased capital for paid and unpaid family 
labour. 

9. Food is, deservedly, the subject of 
much public concern, on which people hold strong 
opinions. These opinions are inevitably reflected 
to some extent in their attitude toward the people 


who produce the food -- that is, the farmer. Leos 
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a well-known fact that farmers today look to the 
government to help alleviate and correct the disa- 
bilities under which agriculture operates. ALO 6 
is often imagined that the assistance provided is 
very much greater than in fact it is. It is also 
true that farmers are widely organized through volun- 
tary cooperative associations and other organizations, 
and are increasingly turning to the formation of 
marketing boards, through which they use special 
regulatory powers granted by government, and adminis- 
tered by farmers by their common consent. 

Os Since then, for very good reasons, 
developments in agricultural marketing and price 
policy are so often associated with government 
action in one form or another, the problems of 
agriculture are to an unusual degree made matters 
for public debate. There is no action taken by 
government on behalf of agriculture that is not widely 
referred to in press and radio. Yet at the same 
time public and parliamentary discussion takes place 
very often in a context of controversy and strong 
farm pressure for action. Without a reasonably 
accurate understanding of the basic position of the 
farmer in the economy on the part of the public that 
is likely to lead to public resistance to and even 
resentment of action taken on the farmers' behalf. 

La It must be freely granted that govern- 


ment action to assist agriculture in any form is action 
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taken by all the people of the country acting through 
their elected representatives. The public, there- 
fore, has a very legitimate interest in assuring them- 
selves that government action which is taken is justi- 
fied on principles of fairness, equity, and the public 
anverest. inestarmer does not feel that he te the 
reciplent of unjustified government benefits, either 
in the form of direct assistance, services, trade and 
tariff provisions or enabling marketing legislation. 
Rather the contrary. It is easy to understand 
then his concern that the real nature of his economic 
position is being so thoroughly hidden from view in 
the place where, more than any other, the people of 
this country gain their direct impressions .of the 
situation respecting food prices and marketing -- that 
is, in the food store, 

te. in the face of steadily rising cosce 
farm prices today are on the overall picture lower 
than they were ten years ago, while retail food prices 
as a whole are 25 per cent higher. This is the simple 
and startling fact that at one and the same time illus- 
trates (a) that there is a farm problem which is one 
of the most serious economic and social problems facing 
this country today, and (b) that the very existence of 
this problem is obscured, and its solution made more 
difficult, by the rising level of food costs to the 
consumer. 


Ls, The Canadian Federation of Agriculture 
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submits that it is vital to proper consideration of 
public policy respecting agriculture in this country 
that the above facts be understood by the public. 

We look to this Commission to clearly state them, and 
underline their significance. We believe what we 
are saying here is very relevant to the work of this 
Commission, since it deals with the "extent and 
causes of the spread" as your terms of reference put 
it, and also unquestionably deals with one of the major 
sources of farmer and consumer interest in the price 
spreads question. 

The, Cost, of Hood. 

14, The Commission's terms of reference 
direct it to determine when spreads seem to it 
“excessive. whais of course 1s.a.primary purpose 
of the inquiry. Yet we see, in this connection, 
some danger of an impression being created that the 
starting point for the Commission is an assumption 
that food prices are too high. Though in particular 
cases marketing margins may well be excessive, we would 
like to make it clear that in a general way we do not 
consider that the consumer today has to pay too much 
Dor Food. Compared even to 1935, when farm prices 
were also depressed, the people of this country are 
paying a smaller proportion of their income for food, 
and at the same time are buying per capita a good 
deal more and better foods with that money. The same 


is true by comparison with ten years ago. 
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Is in a general way, this is as it should 
be. With rising standards of living we can and should 


expect that after meeting their food needs people will 
have more buying power left over for other things. 

But we strongly suspect that we are living in a time 
when the expectations of people in the way of improved 
living standards are so high that even with rising 
incomes a severe strain is put upon a great many 
family budgets in an attempt to live up to these ex- 
pectations. 

We don't say that this is a bad thing in 
itself. It may very well be an optimistic attitude 
that is good for the country and its economy. But 
how does it affect the consumer's viewpoint on her 
Pood pili? here Coo her standards of consumption in 
respect to quality, quantity and service are rising, 
but as likely as not the price of food is judged by 
her according to the ease with which she can meet the 
weekly or daily food bill with what is left over after 
all other expenses of a more fixed and seemingly 
inevitable nature are taken care of. When on any 
day or in any week money is short and budget economies 
seem indicated, the only flexible item of expenditure 
permitting any such economies is likely to be food pur- 
chases. 

hice Do consumers expect to get their food 
too cheap? Many farmers think so -- that is, they 


feel there is a widespread feeling among consumers 
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that food prices are "too high", We do not think 
the facts support such an impression, On any 
reasonable basis of comparison food is fairly cheap. 
It 1s certainly cheap as far as the return the farmer 
PeLe.oO Cover bis costs, ls. concerned, It is cheap 
compared to the rise in wages in industry. Li as 
cheap when judged by the rising level of food pur- 
chases and the even greater rise that has at the 
same time been possible in other consumer purchases. 
It is cheap if food price increases are compared 
with price rises of other consumer goods. iis ackve 
spread is too wide, we suggest it is for the most 
part too wide at the expense of the farmer. 

daly The Canadian Federation of Agriculture 
is very aware, and appreciative, of the fact that in 
the many briefs that have been presented to this 
Commission by organized representatives of consumers 
there has not been a great tendency -- it would be 
wrong to say there has been no such tendency -- to take 
the view that farmers must be receiving excessive 
returns, for their products. Yet there 1s at the 
same time a general attitude that food costs to the 
consumer are too high. This of course is where 
the spread comes in. If the spread can be lowered 
well and good, but we come back to our original point 
and say again that we think it would be wrong to 
accept an assumption that food costs to the consumer 


are excessive. 
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1: All this has, perhaps, not too much 
to do with the problem of studying the actual costs 
that go into the marketing margin, but we submit that 
it has a lot to do with the fact that this Commission 
was established; and the Commission should take this 
into account in preparing its report. 

Price Spreads and Future Developments in 
Markel ing =Policy, 

19. The Canadian Federation of Agriculture 
wishes to emphasize what we believe to be the fact 
-~ that adequate information on price spreads is of 
great importance today not only as a matter of con- 
sumer and farmer information and education, but for 
the practical working knowledge which farmers need to 
plan the direction of farm marketing policy in the 
future, and to carry out those policies. Therefore, 
we are looking to the Commission to provide a good 
deal of such working knowledge, and to lay a foun- 
dation for its expension and continuation on a current 
basis in the future. We think the importance of 
this subject to the practical problems of farm policy 
is well illustrated in the next four sections of 


this submission. 
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The Effects of Increased Marketing Margins, 

EUR One of the effects of an increasing 
margin between the price received by the producer and 
the price paid by the consumer is an increased 
Tigidity.of-the-retail price, mn Gvop- of 10 per cent 
in price to the producer brings a much smaller, fre- 
quently a hardly recognizable, reduction in the 
retail price. The result of this, unless action is 
taken to offset it, is greater instability of farm 
prices, due to the ineffectiveness of price changes 
in influencing the level of demand. We hope that 
the Commission will attempt to estimate the trend in 
marketing margins for the future and the possible 
effect on the stability of farm prices. How far is 
increased service in the way Of packaging, pre- 
cooking, and other forms of preparation and adver- 
tising likely to inflate margins in the future? 

os Already retail price inelasticity is 
considerable. At the same time increasing levels of 
cash costs make the farmer less and less well equipped 
to survive extreme price fluctuations. These facts 
are in part the causes of the farmers! determination 
to find some means of offsetting this tendency to 
price instability, and the likelihood of a strong 
future trend to increased margins would serve to fur- 
ther strengthen this determination, 

The Role of Cooperative Enterprise. 


C2. It is, we are sure this Commission 
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appreciates, part of the basic philosophy of the Cana- 
dian Federation of Agriculture that the cooperative 
organization of both producers and consumers in the 
purchasing and marketing of food products is one of 
the best and surest ways to keep marketing margins to 
a minimum. Many of our members are cooperative 


organizations, and a number of them have submitted 


evidence to this Commission, We are nots, wan sonts 
presentation,going to enlarge on this subject because 
at these Hearings the significance and fundamental 


soundness of the cooperative philosophy are very ade- 


quately discussed in the brief of the Cooperative 
Wns on. of» Canada, In addition a number of coopera- 
tive organizations have presented evidence of the 
contribution they are able to make to the reduction 
of marketing margins. We wish, however, to emphssize 
that: 
4 The objectives of cooperatives are funda- 
mentally different than those of private profit 
business. Cooperatives are formed to maximize 
service per dollar spent. The objective of 
profit business is to maximize profits, which 
may or may not result in maximum value to the 
consumer at minimum cost, depending on the cir- 
cumstances, 
as Cooperatives, like marketing boards, have 
an important value in that they result in in- 


= a creasing the producer's (or consumer's) under- 
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standing of the business in which he is co- 
operatively engaged. They also give him a 
knowledge of and insight into the wider economic 
field of which his cooperative business is a 
part. The value of this kind of training and 
education in a democracy such as ours can 

hardly be overestimated. 

Be oinee cooperation is built on the 
education of people to the need for helping them- 
selves cooperatively, it 1s clearly of great impor- 
tance to the cooperative movement to have as full 
information as possible about this subject of marketing 
margins: not only whether they are excessive, but what 
goes into them, and what costs and services might 
Mecnoul Loss Of. real utility be cut our, 

Marketing Boards. 

eu, Reference has been made before this 
Commission to the danger to the consumer inherent in 
producer marketing boards as a result of their powers 
of control and regulation. No doubt such an argument 
has a certain plausibility when it is stated ina 


purely theoretical way without reference to the actual 


facts of the situation. When these facts are con- 
sidered, the plausibility disappears. We would like 
to make this very clear. The safeguards to the legi- 


timate interests of the consumer that exist in connec- 
tion with marketing boards are as follows: 


Ly The pblic or consumer interest is basically 
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protected by the power of the government to pro- 
hibit any particular marketing board action or 
any marketing boards whatsoever. No government 
in Canada, federal or provincial, has suggested 
or does suggest that the public interest is 
threatened by such boards. The controversy, 
where there is controversy, is largely related 


to the question of where the best interest of 


the producer himself lies, 

aa The variety of alternative food choices 
open to the consumer make it more than unlikely 
that even if they wished to do so, which they 

do nov, producers or any product could succeed in 
combining so effectively and comprehensively 

as to raise prices above levels that represent 

a legitimate return to the producer for his 
labour and investment. 

-e Agriculture's problem (or rather one of 

its basic problems) is that its ability to 
produce is, through fast-rising increases in 
productivity, constantly outrunning the rise in 
the demand for its products. Under these con- 
ditions there is keen world competition and keen 
competition between farmers at home for food 
markets. Farmers themselves would not coun- 
tenance action by groups of producers in Canada 
which made them a privileged class within agri- 
culture -- even if this could be done, which as 


we have said is unlikely in the extreme. 
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2% Marketing boards are of course set up 
to try and obtain for the producer a better and more 
stable return for his product -- one that as nearly 
as possible represents a fair return for labour, skill 
and investment. They may attempt to achieve this 
objective by: 

os Bargaining more effectively with buyers 

of the farmers' produce. This has the double 
aim of ensuring fair treatment to all producers, 
and of obtaining the full price that the market 
justifies -- in other words, of reducing the 
spread to a minimum. This is in the interests 


of consumer as well as producer. 


ee ee 


ae Ensuring that the product moves to market 
in a more orderly way. The resulv or doing 
a good job in this respect is likely to be a more 
plentiful supply and a more uniform price to the 
consumer, and reduced marketing margins overall. 
Here again the consumer stands to benefit. 
cP Improving the actual physical handling, 
processing, packaging, grading and marketing 

t. 
of the product. Here again the consumer bene- 
fits as well as the producer. 
4, Finally, some marketing boards, and other 
forms of regulated marketing, can attempt through 
contractual arrangements and marketing quotas to 


prevent excessive production of the product, and 


— in this way prevent excessive price declines. 
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In cases where this effort is successful, the 
consumer may, indeed, pay temporarily somewhat 
more than he otherwise would have done. But for 
the reasons mentioned earlier ic is unlikely in 
the extreme that the increased returns to the 
farmer will exceed fair and reasonable levels 


and the firmer price may wdl encourage expanding 


output in the consumers! interest. 


26% To relate this matter again to the 
Commission's terms of reference, we submit: 
sit That increasing marketing margins make 


more urgent the farmers' need to put the market- 


Lnevand: production of his product om a more 


orderly basis -- and one of these ways is through 


marketing boards. 


ae That most of the methods by which producers 


use their boards to try and improve their posi- | 

tion involve the narrowing and stabilization of 

price spreads -- both of which results are in 

the consumer as well as the producer interest. 

re That comprehensive information on the 

costs, marketing practices, and consumer pre- 

ferences that go into the forming of the mar- 

keting margin can be of immense value to producer 

groups in helping them think through to better 

ways of developing marketing board operations 

and services, and to solutions of their problems. 
Vertical Integration and Contract Farming. 
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Cie 


of interest and discussion these days about the 
subject of vertical integration, and the contract 
farming that is one type of integrating arrangement. 
We define vertical integration this way: there is 
some degree of integration takes place whenever con- 
tractual arrangements are substituted for reliance on 
the open market for buying and selling. The degree 
of integration involved may of course be very small, 
quite comprehensive. Integration is most often 
referred to in connection with the development of 
production and related marketing contracts in the 
poultry and other livestock businesses, but 5 A vse 

of course already practised to some degree by pro- 
ducer marketing boards who enter into contractual 
price and production or marketing agreements with 
processors on behalf of their members; or who 

through agency operation similarly integrate the 
production and marketing ends of the business to some 
degree. 

23. There are in this connection several 
questions which need answering and are proper matters 
for inquiry by this Commission. One of the impor- 
tant incentives to contract farming and other forms 
of integration 1s thought to be the efficiencies that 
result from uniformity of quality, regularity and 
certainty of delivery of the product, and the cor- 
responding ability to serve modern chain retail out- 


lets. The phrase specification buying is also 
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heard in connection with the thought that there are 
real economies to be achieved from rationalization of 
the machinery of production, processing, distribution 
and retailing. In many ways this is very much like 
what the farmer has always meant, but perhaps seldom 
achieved as he would like, by the term "orderly 
marketing’. In any case the thing is respectable 
now, under the name of vertical integration and the 
trend is hailed by some authorities as signalling a 
major revolution in farmer marketing. It would be 
very valuable we think for the Commission to try and 
assess as far as it can the scope that exists for 
achieving efficiencies through retionalization of 
marketing in various products. This is another 
way, of course, of asking -- can price spreads be 
reduced by streamlining our marketing and production 
system? 
29. On the other side, the Commission 
should consider whether, if concentration of control 
of production and marketing in private hands should 
take place through contract farming, there is not a 
danger of serious loss in the bargaining power of the 
producer, with resulting increase of the spread at the 
producers! expense, and possibly the consumers! also. 
Farmers feel this is a real danger, and increasingly 
cooperative organizations are entering the field 
of contract arrangements, in order to keep control 


in the producers! hands. 


‘ 
bie is dhtady, Sed. Idenont S63. AaLtw Reto 
' lo netted Latta ey. mor? beroadon ad ie 


HONG ogy ».ehensoase won ouborg to" yr 


i“ 
— ; ater elo Be! aye Wen ~Qrititeses bee 2 
ane et Rigs ene yen ti les oe 
| RORLS0 agecisg cud. nsen eyswla) dad sommes agian 


yltelico” arrest ang ogc sat OLubw SH Se DAVEE 


siiatosguet ot nents st) 4669 98 nt . ‘sediteotaae 
ant.faue ooltanaoims isotsasy Io smen Sag oneal 
a Hbdtangta bo we ftérenies-onca Yo Delian jet beret 
ad Ofvow 72 . grublteiman: sara nt AOLIL LONE LOL Bat a 
PA YIs. OF Totea toe): PASO wOLG Sw: SLoBel py ysew i 

“OT ga lwo taht Sogot- ar nao bee 289 ee eesken 


it Gell seiletolian,.davond cslonstolyis antveliae 


ot) pnaeide 252% 085 -- Giinas Yo "~.ss80q> 20 (sae 
; / 


MOULOTG Be. Witten nee pibetimsseite yd Seouber sa 


* 


§ Teivong of ci". .etgupetq svofuan. nb gakvesieeeia: 


gem Fe 
2 


Ta aye 

Hotes lomo 3H? ,ehie tetige edd 0: ees 
foninog Jewrotas tagenes It .sevidosw.debiends bigete 
Mlvott Est ataling, ok se tdesian bre aotsovborg 4 
Jor 60 stor? . aniatiec: )9eaIneo ssueti?. sosia sales 
“a £9 “TOWN girl loaere? and, af eael euotiies to xesaseh 

: ” — - 

h.sE CAOIQe Se. 30 Saeotots gakdfuess Adin, ,tsevbotae 


NAS SIMs LOg Sit vidlgsasy fhe .esaggxe 'eTs0Uheie 


Wig 2S9ToGs. ora .rojaeb. Leay 6 Bo pids [est eves 
ad 
Phel? od. gnivsens ate. Srmeligetiusato- avigategose 


Le%J09, ¢202l o2.nefte. ee AOeAIANS 3 


_ 


[in 
oh 
it 


fi 
eel iil 


ANGUS, STONEHOUSE & CO. LTD. 4716 
See Looked at in the broadest perspective, 
this 1s a huge subject and a very vital one. Ath ig 


limitations of time do not permit the Commission to 
go as far as it would like in assessing the trends and 
prospects that exist in this regard, we hope that it 
will make strong recommendations that the work of re- 
search be continued and increased. 

What Establishes The Marketing Margin? 
al aes On page 26 are to be found three 
tables on marketing margins taken from the August 
issue of the Economic Annalist. We appreciate that 
these figures can hardly be said to be new to ate 
Commission. They have been quoted extensively in 
other presentations. We wish to refer to them how- 
ever and draw to your attention a rew facts we think 
are the sort of things that demand careful examina- 
tion and explanation. 

cee Table 1 shows not only that from 1949 
to 1957 marketing margins increased by 40 per cent, 
but that, even more startling, between 1956 and 1957 
these margins increased by 0 per cent. We think 
the change in these years would be a good test case. 
Between these same two years the general wholesale 
price index went uo by less than one per cent, the 
total consumer price index went up about 3 per cent, 
and farm prices of agricultural products went down 
by a little over two per cent. What is more, wages 


and salaries in Canada went up by only five per cent. 
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Why in this period of relative economic stability in 
the non-farm economy marketing margins should take 

the second largest jump that they have shown since 
1949 is difficult to understand, and an analysis might 


Well yield very significant findings. 
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Sou Table 2 shows some similarly disturb- 
ing things. For instance the marketing margin for 
pork went up, per pound, a full 6.9 cents froin 1956 
£O- 1957. This is surely a remarkable increase. in 
the case of beef we see that the highest margin in 


cents per pound for the years 1949 to 1957 was in 195 


the year beef prices dropped and foot and mouth struck, 


For two later years, 1954 and 1955, the margin was 


maintained at between 44 to 5 cents oer pound below 


— 


the 1952 peak, These are very significant differ- 
ences that mean a lot to whoever has to pay them. 

At what marketing levels did these sharp changes 
occur, and why? 

34. We would like to know why, if half 
pound packages of plain process cheese could be pro- 


a 


cessed and marketed for 214 or 224 cents in 1956 and 


by 


1957, it should have cost from 234 to nearly 25 cents 
Peon 195? to 1955, it such @ reduction ds possibile 
at one time it may be possible again. Two or three 
unnecessary cents on a hali pound of cheese could 
well be described as ‘excessive’. 

Again, one wonders why the margin on canned 
tomatoes has gone up from 16.1 to 24.4 cents between 
1949 and 1957, and yet with canned peas no such in- 
crease has taken place. Indeed in 1950 and 1957 a 
Significant decline in the margin on canned peas took 
olace, 


a5 In the case of potatoes the margin 
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varies greatly, as perhaps might be expected in a pro- 
duct whose price is so volatile, But the figures of 
the four years 1954 to 1957 show the margin for a 
1O-pound bag varying all the way from 20.5 cents to 
29.4 cents. It would be of very considerable use- 
fulness to know, leaving speculative influences aside, 
what a reasonable marketing margin is for a 10-pound 
bag of potatoes. 

36. We think it is apparent from the 
figures in the Annalist that, where in a product 
farmers are subject to considerable price stability, 
marketing margins also tend to be erratic -- not only 
in percentages, which one would expect, but in cents 
per mini tt. Also these variations are of a size to 
be realiyesienificant. We need to know how these 
variations occur, and to what extent, overall, they 
are rendered needlessly and excessively high by the 
very instability of the producer market. 

a Looking at the figures for fluid milk 
and butter, which are not only uniform but have in- 
creased relatively little, one is very tempted to con- 
clude, as has been observed by other groups, that the 
consumer and producer pay a high price in excessive 
price spreads when a farm product is afflicted with a 
high degree of price instability. In any case it is 
clear that we have, in this matter of price spread varia 
tions, much that needs analysing and explaining. 


Price Spreads In the Meat Business: 
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We have mentioned in this submission various 
matters relating to meat, but special note should be 
made of the importance that we attach to an analysis 
of conditions and trends in livestock processing and 
marketing. Pork and beef are basic items in the 
consumer budget, and also of course in the farm economy. 
At the same time there have been important develop- 
ments in the flelds of processing and retailing of 
these products. 

One matter which may very well be of some 
importance is the trend in the relation of retail 
prices of the various cuts of meat, and the sienif1- 
cance of developments in processed meat, With rising 
living standards it seems to us very likely that an 
increasing number of people will expect normally to 
buy the better cuts of meat. There, ts or course a 
trend to production of a higher proportion of red and 
blue brand, and standard brand beef, and this will pro- 
bably continue. Yet at the same time there are and 
always will be only so many steaks and rib roasts in 
a carcass, and total meat consumption will need to 
continue to utilize the whole beef carcass. We 
would expect that this would mean a trend, on the one 
hand, to widening price spreads between the higher 
and lower priced meats, and a corresponding economic 
incentive to the increased used of specialty meat 
products. 


These, and other aspects of trends in beef 
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processing and merchandising need to be carefully 
analysed, and I would interject that the consumer 
made aware of their significance and the existence 
of these trends. What, for example, has been the 
effect on retail prices of beef per pound, of in- 
ereased trimming of retail cuts? To what extent 
|| has such increased trimming taken place? is the 


common chain store practice of advertising that they 
sell only red and blue brand beef making for satis- 
factory expression of consumer preference in the 
market, and what are the effects of this practice on 
farm prices of different grades of cattle? 

In the case of pork, we would ask the 
question: what range of quality aifferences is found 
in pork sold at retail, which are not reflected in 
price differentials to the consumer? 

When are Margins Excessive? 

a0. what is an excessive marketing margin? 
The simple answer is that it is excessive if it is 
higher than it need be under existing conditions of 
technology, and in relation to the real services re- 
ceived by the consumer. This raises several points. 

39. In cases of such things as added 
costs through premiums, stamp plans, special brands 
and packaging, “built-in maid service” and 80 on, 1% 
can be argued by those in the retail and processing 
business that these costs are justified if they can 


be shown to pay in the competition for the consumers! 
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doliar. We do not think this should be accepted as 

a final argument. We think the Commission should 

ask itself the question whether, in its opinion, 

such added costs represent money wisely spent. There 
may, in some of these things, be room for a regula- 
tive role to be played by government. in other 
cases where regulation is not feasible, Sub iew ds bre: 
education can be of great use. 

40. In a chain store in Ottawa not long 
ago it was possible to buy very good old cheddar 
cheese, all very decently packaged, at prices per pound 
ranging all the way from 59 cents to approximately Si, 
We think that the causes of this wide Faneevor prices, 
and the nature of the quality differences that may be 
represented by it, or may not be, are a proper matter 
for investigation, analysis, and finally, consumer in- 
formation, 

1h. In connection with premiums and sales 
promotion generally we throw out the suggestion that 
One simple, and useful law, that could be passed in 
this country, applicable to food merchandising as well 
as other kinds, would be to ban, unqualifiedly, the 
use of the word "free" in advertising or on packages. 
We think this would make a contribution to rational 
merchandising in Canada. The consumer does not or 
Should not expect to get anything free from business 
and we fail to see why misrepresenting anything as 


free’ should be permitted. 
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NO . The Commission might well consider 
making a judgment as to how informative and instructive 
are figures, sometimes widely advertised, regarding 
the profit margin Ceca by food companies per 
dollar of sales. The 1953 Annual Report of Canada 
Packers, for example, makes the following points: 
that on its livestock operations it returned the 
producer 78.01 per cent of total sales, and retained a 
profit of .54 per cent of sales, or 1/6 cent per 
pound on total sales. Then we also see that Co- 
operative Packers of Ontario show a return on their 
sales dollar to the producer of livestock, before 
dividends, of 4 per cent more than Canada Packers 
showed -- or 82.28 per cent. In addition they paid 
a dividend of .55 per cent of sales and still had a 
net profit of .57 per cent -- not too different from 
the Canada Packers' figure, though in that latter 
case it is after payment of income taxes. 

43. Then we find that retail food chains 
show net operating profits in 1955 of 2.95 per cent of 
Sales -- considerably higher than the packers, and at 
retail marketing level we should think that one per 
cent on sales represents a greater spread per unit 
of farm produce than the same one per cent profit at 
Processor level. Yet two to three per cent does not 
Sound excessive, considered offhand. 

AY By contrast, with these percentages of 


One-half of one per cent to three per cent, we refer 
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again to a one-year variation in the total marketing 
margin for pork of nearly 7 cents -- which runs into 
a percentage on sales exceeding 7 per cent by a 
healthy margin. 

Ae. We do not wish in this presentation 
to draw any hasty conclusions, either between packers, 
or between packers and retailers, Nor do we question 
the accuracy of the figures we have quoted. What 
we do suggest, however, is that figures of this kind 
need analysis. Do these published figures of per- 
centage profits on sales show anything useful about 
the size of price spreads, and whether they are exces- 
fave. and te so just what? What do they not show 
that is relevant? What significant variations in 
margins between products and overtime may be submerged 
in these profit margin figures? 

6, Let us suppose purely for the sake of 
argument that packer profits overall are at a level 
which no reasonable man would consider excessive. 

Let us suppose further that the same thing is assumed 
of retailers. We submit that even in these circum- 
stances it may be that these overall averages conceal 
very substantial variations in margins from one time 
period to the next, and from one product to the next. 
A margin may be excessive overall. It may also be 
excessive in relation to what an individual producer 
receives for his product at-a particular time. These 


considerations should be given very serious attention. 
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We have called attention to Canada Packers' figures 


quite justifiably we think because they are given very 


wide publicity annually throughout the farm press. 
They are admittedly impressive figures, but it is 
also true to say that in the Canadian Federation of 
Agriculture frequent expressions of skepticism are 
meard respecting the validity, not of the figures as 
audited accounts, but of the validity of the conclu- 
sion which apparently it is intended to be drawn from 
them: that in this country the farmer has nothing to 
worry about as far as getting a fair price from the 
packers is concerned. 


a Excessive spreads may, and probably 


do, exist in some food processing and marketing fields 


as a result of excess plant capacity and duplication 
OF facilities. We do not believe an investigation 
into the extent and causes ye meee eine margins can 
neglect this important aspect of the problem. vine 


Brad milk distributing business is. of course one 


field in which it is widely felt -- as already submitted 


to the Commission, I believe -- that real economies are 


possible by way of adjusting price differentials as 
between store and wagon sale; encouraging the use of 
larger containers, and the elimination of duplication 


in milk routes. Parallel investigation of marketing 


and processing in other products is equally indicated. 


48, Another way to get at the question of 


whether spreads are excessive is illustrated very 
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strikingly, we think, by the figures on processing 
margins for manufacturing milk submitted by the 
Ontario Federation of Agriculture. The OFA pointed 
out variations in the spread for different milk pro- 
ducts that appeared to have little relation to real 
eost differentials. This kind of comparison can 

we feel be a fruitful method of inquiry into whether 
excessive spreads do or do not appear to exist. 

Transportation Costs. 

HO, The Canadian Federation of Agriculture 
will be particularly interested in the Commission's 
investigation of how rising transportation costs have 
affected marketing margins. It will not be news to 
the Commission that we are extremely concerned about 
the progressive general freight rate increases that 
are being applied for and received by the railways in 
this country. We believe an increasing distortion of 
the freight rate structure is taking place, with a 
disproportionate share of the burden being taken by the 
farmer, Mis iss vital matteroor public policy. and 
the Commission's findings will therefore be of vital 
interest to us. 

Continuation of The Commission's Work. 

aU. When the Commission has finished its 
task and made its report, it is certain that 1t will 
heave made a very substantial contribution to the under- 
standing of the workings of our food economy in Canada, 


Yet we venture to predict that in a great many of its 
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tines: of “inquiry 2t will find that 1t: hasvbeen abile 
only to make a good start, At the same time we would 
expect it will have obtained a clear and systematic 
picture of those areas in which our knowledge remains 
inadequate, and of the kind of research, both economic 
and technological, that can contribute to improvement 
in our marketing system, operate to reduce spreads and 


give better service for money paid, 


oe We hope, therefore, that the Commission 


will consider that one of its major responsibilities, 
in presenting its report, will be to present carefully 
considered and detailed recommendations for the carry- 
ing on of the work it will have well started. The 
interest and response which the Commission has called 
forth in its hearings convinces us that the people of 
this country, both farmers and consumers, would wel- 
come continued attention being given to this question 
of food price spreads from now on. 

Be. In view of this the Canadian Federa- 
tion of Agriculture recommends that an agency be 
established with authority, broadly speaking, to carry 
forward on a continuing basis the work of research, 
inquiry and public education concerning the food in- 
dustry that this Commission will have begun. We 
Suggest such an agency might becalled the Food Re- 
search and Information Council. suchea counead 
should have funds for research, and should also uti- 


lize the regular research and statistical services of 
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federal and provincial governments, and of industry, 
It should be supplied with adequate funds for publica- 
tlon and dissemination of information, findings, and 
objective advice on: consumer buying quality improve- 
ment, improvement of marketing methods, and trends and 
developments generally in the food industry. Price 
spreads and marketing margins would of course be 
regularly published by it. The work of such a Council 
would be aimed at positive improvement in food mar- 
keting methods, more informed consumer buying, and in 
general public education in this vital area Of our 
economic life. 

iene The Council should, we think, have ast 
independent a status as possible, although financed by 
the government and under the final authority of the | 
Minister of Agriculture. It should be guided in its | 
work by a truly representative board or advisory com- 
mittee, 

Bi, It should be within the province of suc 
a Council to conduct, finance and promote research in, 
for example: the adequacy of grade and quality stan- 
dards of particular food products; food wastage in our 
marketing system; the pattern of retail price movements 
and their relation to farm prices; efficiency and cost 
of methods of packing, merchandising, and advertising, 
and consumer acceptance of those methods; the pro- 
bortions of the total familly food bill that are de- 


voted to various classes of food items -- as condiments, 
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staples, specialties, meats, fruits, vegetables, and 
other classifications; consumer buying habits; the 
cost and usefulness of the sale of multiple brands 

of similar food products; the economics, to the indus- 
try and to the consumer, of new packaging methods and 
“built-in" maid service. 

Soe In the light of its work the Commis- 
sion could certainly give these thoughts a more pre- 
else form. We hope that it will give the proposal its 
very serious consideration. 

Commission Recommendations. 

It would perhaps be worthwhile to look for 
a moment at the question of what is open to the Com- 
mission in the way of recommending ‘appropriate action" 
where spreads are found to be excessive. It seems 
to us that the following are the areas in which action 
may well be recommended by the Commission: 

cE) If there is evidence brought out in 
the course of the Commission's investigations which 
indicates the existence, or, perhaps more correctly, 
indicates the possibility of the existence, of combina-~ 
tions in restraint of trade or advertising and pro- 
motion practices banned by law, the Commission should 
give such evidence the fullest possible discussion in 


its report. In the case of questions of restraint 


of trade, it is of course true that investigation by the 


Combines Branch is most often carried out successfully 


where no advance information that the industry is to 
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come under investigation is released. We are subject 
to correction on this point, but we think that should | 
the Commission feel it sees reasonable grounds for 
suspecting combination or illegal trade practices in 
some instances, it could very properly alert the 
Combines Investigation Branch immediately, without 
waiting on publication of its report. 
(2) We have suggested the establishment 
of a Food Research and Information Council. We have 
also made one proposal for the banning of the word 
'free' in advertising. Other legislative recommen- 
dations may arise out of the findings of the Commission. 
(3) Where the Commission feels that there 
is room for improvement in any section of the industry 
it should fully set out its views. Even when no speci- 
fic legal, regulatory or legislative action seems 
feasible or proper the Commission should not hesitate 
to call attention to any instances in which it believes 
that by better marketing methods, rationalization of 
distribution, elimination of waste, improved pro- 
cessing techniques or simply more ethical behaviour 
on the part of business the size of the marketing 
margin can or should be reduced. it should also 
not hesitate to indicate costs which, in its opinion, 
may be commercially successful but make little con- 
tribution to the real value received by the consumer. 
(4) The Commission should assess as far 


as it can the needs for research aimed at: informing 
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farmers, processors and the public about the industry, 
the way it works, and the problems it faces; improve- 
ment of marketing and distributive methods; improvement 
of physical handling and technology. 

(5) Broadly speaking, this question of 
information and education is embraced in our recommen- 
dation for a Food Research and Information Council. 

We would draw specific attention to the inadequacy of 
data about prices, costs and margins in the food indus- 
aa ae The Commission's work will lay a foundation for 
the development and continuation of adequate informa- 
tion services in this field, and the opportunity 
should not be neglected. We would like to take this 
Opportunity also, of putting in a special plea for 
issuance by the government of a good periodical 
publication devoted to agricultural prices. Agri- 
cultural prices are available scattered over many 
publications today, but a single one devoted to this 
specific purpose is very much needed so that this 
important information may be readily available to 

the many persons who need it and would make use of it. 
The importance of prompt publication of prices so 

that an up-to-date picture may be obtained is also 
very great. 

We wish to thank the Commission for its 
attention, and we wish it well in doing the important 


Job assigned to it. 
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Table 1 -- Indexes of Retail Food Prices, Marketing 


Margins and Farmer's Shares, 14 Selected 
Agricultural Commodities (1949 = 100), 
Canada 1949-57. 


Retail Food Farm Marketing Farm Share 
Prices Prices Margins of 
retail cost 


100.0 100.0 100.0 100.0 
Meni O10 10392 98.9 
115.6 115.4 ise 100.4 
112.2 108.6 Ley O46 
ahh eal 102.3 126.1 92.6 
11023 Gee PeCiee 90.9 
T1013 97.2 Tet s6 91.4 
Le eal 96.3 129.7 88.0 
116.3 98.2 140.3 Baie 
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an foie 


THE CHAIRMAN: We will adjourn for ten 


minutes and then ask questions, 


---Short recess. 


THE CHAIRMAN: Hirst. Of a11\ ‘on page 4, 
the first Paragraph, just as a matter of clarifica- 
tion, the income of farmers, that would cover income 
of farmers as far as agricultural products are *eon-= 
cerned? 

MR. KIRK: Yes, from farming Operations, 

THE CHAIRMAN: Now, on the marketing board 
question the Commissioners do not wish to ask any 
Questions due to the fact that it is actually under 
review by the Ontario Provincial Government. As you 
are aware we have heard a lot of briefs on agriculture 
Since the start of the hearings and many of the points 
have already been discussed so questions will be on 
new angles you have raised. 

May I say that the Commissioners are impres- 
sed with your recommendations at the end of the brief 
and will take them into very serious consideration. 

Dr. Drummond, have you some questions? 

COMMISSIONER DRUMMOND: As the Chairman 
has just indicated, I see very little need for much 
questioning on this particular brief, for two reasons: 
one, because most of the points raised are either self- 
explanatory or they have been repeated to us basically 


at various times and places. The other reason is that 
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your organization and personnel are next door, which 
is very convenient, so we can, if necessary, get the 
necessary clarification at leisure, However, there 
are one or two points perhaps that I might mention. 

I do not think any place in the brief have 
you made absolutely clear or actually referred to 
the fact at all, the distinction between the spread 
problem considered from the short-run point of view 
or the point of view of the last few years, on the 
one hand, and from the long-run standpoint, a con- 
tinuing situation. We are all aware, of course, that 
the widening of the spread in the last few years has 
been a matter of particular concern and that it is 
natural to put a lot of emphasis on that, but in view 
of establishing your major recommendation I am wonder- 
ing if you care to comment in regard to this distinc- 
tion and particularly the importance in your view of 
the continuing long-run policy? 

MRP oKIRK: Well, I think perhaps it is evi- 
dent from what we have said that the short-run problem 
we would recognize very freely and is to a considerable 
degree a problem that lies in the field of the rate of 
agricultural production related to the demand for 
farm products. We think in some respects, which per- 
haps are not adequately explained here, that this con- 
dition, the problem created in this way, is aggravated 
by the tendency to rising spreads and the solution to 


the problem is delayed by the rapidity with which the 
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margin available for increasing spreads without in- 
creasing the consumer's price has been filled and 

that this will have delayed considerably the period 

of readjustment for agriculture, and this is a serious 
problem, That in part is the answer, at least, to 
the long-run question. 

With increasing spreads we believe, first of 
all, that in so far as the spreads increase that the 
services attached to food are increased, that there 
may be a tendency to substitute services for food 
on the part of the consumer, which, of course, re- 
aguces the overall demand for farm products. 

Secondly, we think that the increase in 
elasticity of demand for farm products which result 
from the increased spread is a serious problem with 
implications for farm marketing. 

COMMISSIONER DRUMMOND: Yes, the reason 
I mention this is this fact, that we have been told 
at least a few times that in the case of the long-run 
that the widening of the marketing spread was an in- 
evitable accompaniment of our incidence of a higher 
standard of living and that fact alone seems to me 
to make it necessary to do some studying of this spread 
problem over the long pull. I just wondered if you 
would like to include that? 

MRIVKIRE: Absolutely, and I think that this 
assumption should be looked at very critically. I mean 


there are different elements in the problem. Some of 
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hen may be considered more inevitable than others. 

COMMISSIONER DRUMMOND: Well, now, my other 
point arises from something that you said in your 
peragraph 5, on pages 2 and 3, and I think from the 
standpoint of the Commission it 1s a very important 
Pount, and 1t is purely a matter of clarification, 
Take the sentence at the top of page 3: 

"If, however, the Commission was to adopt 
tats Doin: of view, it: would fall to take Anvo 
account that the ‘extent’ of the spread, con- 
sidered as a portion of the total price which 
the consumer pays, is determined by the return 
which the farmer receives, as well as by the 
amount added to the producer price ---' 

Now, . take it this point, undér our Terms of Refer- 
ence we are asked to examine the extent and causes of 
this spread, and I am wondering if your interpretation 
of that is this: that in order to measure the extent 

of the spread we must know where the two ooints which 
are separated by this spread are located. One of those 
points being the farm prices, and I am wondering if 

you wish to imply that we have to study that farm 

price and its determination sufficiently to decide why 
i ie located where it is? 

MR. KIRK: Well, yes. I do not think that 
we were taking the position that this Commission's 
Terms of Reference included a comprehensive study of 
the farm policy problems, but our point was really 


twofold: first of all, we think it is, as I said, 
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significant that the figures so far published on the 


ru 


ant HU 


spread are in percentage terms and not in absolute 
amounts, and on your own chart you see it is per- 
centages. That is the relation of the two, Ete is 
recognized, I think, in the minds of the farmers and 
the minds of the consumers as significant, and this is 
: something we think needs to be spelled out. That. Vs 
phe firstopoinc. 
The second point is that the spread itself 
== we have, the size of 1t and the trend in: itvas ddirect 
reflections, but they are not the only factors. They 
have direct reflections on the demand at the farm level 
for food and the problems of adjustment of supply and 
demand and the like are the supply of farm products. 
Those are the two aspects of it. 
COMMISSIONER DRUMMOND: According to this 
enart, farm price is the bottom line. Now, if the 
spread did not exist those two lines would be together? 
Dia erie: Tiatacerien te 
COMMISSIONER DRUMMOND: And I suppose con- 
cretely what I am asking you is whether you feel that 
we have to examine in detail the various factors which 
may be responsible for that bottom line being exactly 


I would not say I would 


where it is? 


MR. KIRK: No, 
I would say only enough to 


examine that in detail. 
define the nature of the problem asit affects public 
only in so far as 


Opinion, first of all, and secondly, 
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the spreads bear on it. 

COMMISSIONER DRUMMOND: That is the point 
I want to get. ieehink chau ts at-. 

COMMISSIONER KIDD: On page 6, under the 
item "Costs of Food", you say: 

, the people of this country are paying 
a smaller proportion of their “income for food... 
What is your reference for that statement? 

MES GEN: We used the figures in another 
publication recently in a statement of ours, that the 
proportion has fallen since 1949 from 26.3 per cent 
to a little over 23.3 per cent. The references 
are the national income and the personal income 
expenditures' total and the expenditures on food 
products. f am ‘sorry, LT should, of course, ibe apie 
to give you that more exactly, but those are the 
sources, 

COMMISSIONER KIDD: I believe we were under 
the impression that the percentage had remained fairly 
constant in recent years. / 

Me. BIRR: Well, I would be very willing 
to check that and I will give you an account of it. 

COMMISSIONER KIDD: We have had quite a 
number of discussions, of course, about similar aspects 
of this particular question and I would like to get your 
position more clearly on that. On page 7, paragraph 
16, you say: 

"Do consumers expect to g& their food too 


cheap?" 
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And further down you say: 
"It is cheap when judged by the rising level 
of food purchases 
Can you explain what you mean by that? 

MRC FOUR = Well, we mean that -- of course, 
the word "cheap" is perhaps a somewhat loaded word, but 
we mean that if the amount of food purchases per capita 
can go up that at least it is the same point as before 
-- if the consumer can buy more with his income and 
still pay not a greater percentage but perhaps a 
lesser percentage of his income for the food it can 
hardly be considered -- put it the other way -- it 
can hardly be considered becoming more expensive. I 
mean on the basis of that measure at least it can be 
considered to be declining in cost because they are 
getting more product and spending less of their in- 


come for it. 
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COMMISSIONER DRUMMOND: What you are 
really suggesting is that the fact that since food 
purchases have definitely risen in your opinion is 
in itself an indication that food cannot De TOO 
expensive? 

MR. KIRK: Yes, especially when it is not 
taking a greater portion of their income. If’ there 
had been an absolute. shift in consumer demand to the 
extent that people wanted to buy more of it with their 
income, I would say that. If that was the general 
situation I think you would have to look at it a 
little more carefully. 

COMMISSIONER KIDD: On page 9, paragraph 
ei) Already metatl price inelasticity is consider- 
able," Are you suggesting there that if there was 
greater flexibility in the retail business this would 
reduce the farm price fluctuations? 

MR. KIRK: If there were greater flexibility 
in the retail prices would there be -- well, I am 
suggesting that on the assumption that the margin that 
the processors and marketers, the intermediate people 
between the farmer and the consumer -- if on the assump- 
tion that they expect and are going to get a sufficient 
return for their sarvices to cover their cost, then 
those were more or less fixed and therefore any reduc- 
tion in retail price must come largely in a reduction 
in the farm price which will. be proportionately much 


greater, 
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It seems to me that in that way, increasing 
the margin makes them have less elasticity in the 
demand for the farm products. 

COMMISSIONER KIDD: On page Jl, in your 
No. 2 item, you say: ‘Represent a legitimate return 
to the producer, Can you give us your explanation 


of a legitimate return? 


MR... KIRK: Well, there are a great many 


measures of legitimate returns. One is the compari- 


son of farm and non-farm income. Taking the entire 
non-farm sector and taking the farm sector, if the 
farm sector is making less than the non-farm sector 
this is inadequate. Another measure is that of a 
Pericy formula of various Sorts. 

The point I am making is that I cannot give 
you any precise definition of a legitimate return, 
but what I am saying is that you can make a very good 
judgment at many times as to that parity, and in our 
judgment, on any basis of measure where the relative 
absolute income or parity position of the price to the 
farmers are less than legitimate in the sense of being 
fair and ones to be acceptable with equanimity by 
farmers, 

COMMISSIONER KIDD: If you are going to 
carry that further which industry would you look at 
in relationship to the earnings to get your measure- 
ments; the food,or all industry, or what? 


MR. KIRK: To get the percentage of earnings’ 
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COMMISSIONER KIDD: Yes, 

MA KIRK: Well, I do not think that you 
would look probably at the percentage of earnings as 
a single measurement. I think what would happen, and 
what does happen: on the basis of many factors that 
you arrive at a judgment. L méan my point in that is 
that supposing we said that your returns to the pro- 
ducer are not legitimate unless the return to capital 
and labour and on the farm is equal, to say what it 
is in the petroleum industry, or any industry. You 
would immediately plunge yourself into enormous 
arguments, of course, about, for one thing, the fact 
that the farmer likes to live on the farm and part of 
his problem is he stays there, and all the considera- 
tions that go into the matter of the farm problem 
with which we are grappling; so I would not say that 
you could pick out any industry. 

We have never, in our Federation, actually 
made this particular type of comparison, comparing 
earnings on capital in agriculture as against other 
occupations as a particular guide to fairness of earn- 
ings. 

COMMISSIONER KIDD: It has just slipped my 
mind at the moment, but it seems to me there was some- 
where earlier in this submission another suggestion 
which was similar to this one about which we are 
Speaking now. It should have some relationship to 


earnings. 
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MR. KIRK: Taiere Snould pe Altair revurn 
to labour and investment and skill. 

COMMISSIONER KIDD: I suppose it comes 
in at page 4 at the top there: "The facts are that 
in the years since 1948 the income per farmer has 
dropped some 20 per cent measured by the purchasing 
power of that income. This contrasts with a rise 
of some 30 per cent in earnings in industry." 

I was tying that in to this question that I 
asked you a moment ago to try to get some sort of 
yardstick. 

COMMISSIONER DRUMMOND: Would another pos- 
sible yardstick be a return which would be the result 
of multiplying whatever your sales volume might happen 
to be by a price which was a truly competitive price; 
that is really the result of the supply and demand 
factor? 

MR. KIRK: Well,no. 

COMMISSIONER DRUMMOND: Is that a possible 
measuring rod? 

MR KR: It is a possible measuring rod 
if you assume conditions of marketing policy. 

COMMISSIONER DRUMMOND: If you assume that 
the market in general is one in which you had a highly 
competitive price condition? 

MR. KIRK: Society in general or in this 
position --- 


COMMISSIONER DRUMMOND: If you had a purely 
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competitive society; one in which your price was ex- 
tremely competitive, would you not then think of re- 
lying on your price indicator as an arbitrater in 
giving you a legitimate return? 

MR, KIRK: Well, certainly ona comparative 
basis, because if everybody is in the same perfect 
competitive position, I suppose -- but that isa 
highly unrealistic assumption, 

COMMISSIONER DRUMMOND: I was just wonder- 
ing if you could jump off from that point? 

MR. KIRK: Yes, you could jump off from 
that point, I quite agree, 

COMMISSIONER KIDD: On page 18 you raise 
the question about whether the consumer's dollar dis 
wisely spent or not, wisely or unwisely. You suggest 
that there may be a role for the Government here. Are 
you suggesting some form of control or regulation at 
government level? 

MR KIRK We do not have very much specific 
in mind, We thought there may be things that would 
become -- in the course of the Commission's work there 
may be conditions that would be revealed that would 
seem to lend itself to regulation, The only regula- 
tion we specifically suggested is this business about 
banning this word 'free' and we do have regulations 
by way of health standards, and grades, and misrepre- 
sentation advertising. 


We did not have any further specific suggestions. 
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We just want to say that we recognize the possible out- 
come of the Commission's findings might be areas where 
it is useful to implement further regulation, We do 
not have anything further specifically to thats. 

COMMISSIONER WALTON: May I have clarifica- 
tion of Section 53, coming out of Section 52, on page 
ae I noted with interest the Federation's recom- 
mendation, There should be a voluntary agency per- 
haps called the Food Research and Information Council, 
whose final authority should be the Minister of Agri- 
culture and that while it would be voluntary it should 
be truly representative on its Board or advisory 
committee. 

In view of the things that you think this 
Information Council should do, which is to prepare 
statistical services and publications and dissemina- 
tion of information to include consumer buying and 
improvement of marketing methods, it covers the whole 
thing from producer to consumer? 

ME, KER: Yes. 

COMMISSIONER WALTON: What have you in mind 
as the component groups? Would it just be from the 
producer's end? 

MR. KIRK: No, tnotsatveais, There should 
be a consumer's representative, and I would think 
representatives of the major sections of the middlemen, 
the people who are involved in that. 

COMMISSIONER WALTON: What about the fisher- 
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Ma. KIRK: And the fisheries, of course. 

COMMISSIONER WALTON: There is a new 
department should be created called the consumer de- 
partment and perhaps there should be a business depart- 
ment in the government, and then probably we would 
nave one over all those to provide this type of infor- 
mation. It was just on the truly representative. 

You did mean all groups? 

MR KORK: Yes. tf aid, 

COMMISSIONER MacKICHAN: I have one or two 
questions in reference to marketing boards, on page 7. 
You say: "No government in Canada, federal or 
provincial, has suggested or does suggest that the 
public interest is threatened by such boards.’ 

Being a party to it perhaps I should not 
use the word ‘accessory" or "after the fact" or "before 
the fact", but they are just not in a very good posi- 
elon to be eritical? Governments as such are not 
in a position to be too critical of marketing boards. 

MR ROR: Yes. You mean because they pass 
the legislation? 

COMMISSIONER MacKICHAN: Yep. 

MR. KIRK: I know that is true. Of course, 
the passage of the legislation is a measure of evidence 
in favour of my contention. 

COMMISSIONER MacKICHAN: I have one question 
about the line that has been pretty well discussed by 


the other members of the Commission -- a fair return 
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for labour and investment and that sort of thing. On 
page 12, in the third line: "Obtaining the full price 
that the market justifies". Now, that has come to 
us, I think, with a little different phrasing and in 
a little different way, but it was phrased as “all 
the traffic would bear". 
MR KIRK All the traffic would bear? 
COMMISSIONER MacKichan: I am just wondering 
if there was any Similarity between those two things, 
"the full price the market will JUav Ly 2 
MR, KIRK: Yes, there 16. a good tdeal “of 


similarity between them, 


COMMISSIONER MackKICHAN: We took in the 
whole field. It came from the producers at some 
time. It came from labour on the other side. iC 


{ 
came from investors. 


Mo YOERK: That phrasing is used there in 
this particular context, a short-term, not in the 


long-term production expansion of the industry. 
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COMMISSIONER MacKICHAN: Take your mar- 
keting boards: I suppose, along with the cold war and 
who is going to get the biggest and most deadly 

atomic bomb, surplus food production is. the thing to- 
day. What contribution are marketing boards making 
to surpluses? We sometimes hear that. It has been 
presented to us that that was one of the dangers of 

a marketing board, that they would make the agricultur- 
al climate so comfortable it would make for more pro- 
duction. 

MR KGbRK I think the answer to that is 
that if this happens, the climate would begin to get 
less comfortable with increased production. 

COMMISSIONER MacKICHAN: Duden! > think 4% 
is a case of "if it happened" , It has happened here. 

MR. KIRK: It has happened here? 

COMMISSIONER MacKICHAN: it. has, hasn't i¢¢ 
We have surpluses. 

MR. KIRK: Yes. 

COMMISSIONER MacKICHAN: Embarrassing sur- 
pluses? 

MR. KIRK: As a result of marketing boards? 

COMMISSIONER MacKICHAN: Oh, that was my 
question. 

Pi. KOURK s I don't know of any, myself, 
which are the result of marketing board operations. 
MR. HANNAM: Marketing boards are speciali- 


Zing in orderly marketing. Their members are more 
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likely to know what world conditions are, and more 
likely to be acquainted with the fact they are on an 
uptrend that is not going to be justified in the world 
market, and, if by that knowledge and by voluntary 
efforts, they may be able to keep their supply more in 
line with what the market will take, and they may be 
more inclined to reduce supply than increase it. 

COMMISSIONER MacKICHAN: I would like your 
comment on this: yesterday, in another brief, we had 
the statement that the farming community has resisted 
inspection, grading and promotion, Some of us ques- 
tion that statement, but has the farming community 
accepted inspection and grading and promotion of cer- 
tain kinds -- "promotion means"advertising"? 

MR, KIRK: Yes, © think it has, certeiniy : 

COMMISSIONER MacKICHAN: You say ‘Yes' 
to the fact that they have resisted? 

MINS» Lins No, it has accepted -- that is 
the word. 

COMMISSIONER MacKICHAN: But it was a nega- 
tive statement -- "They have resisted". 

As a leading farm organization, I was wonder- 
ing if that was your opinion or your findings? 

MR. KIRK: My opinion is certainly that 
farmers accept the necessity for quality production 
and the grading of their farm products. Last week 
the Canadian Federation of Agriculture at its annual 


\—| meeting passed a resolution to that effect -- I haven't 
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the text with me -- that increased attention should be 
given to this very point, as an example of my contention 


that farmers do support this. Of course, I think the 
history of grading and quality proving in this country 
bears that out. 

COMMISSIONER MacKICHAN: And you have the 
participation on the dairy side that they would support 
a certain type of promotion too? 

MR, KIRK: Yes, and the dairy farmers are 
not the only ones. British Columbia producers have 
done a lot of that, and some Ontario ones. 

COMMISSIONER DRUMMOND: It doesn't neces- 
sarily follow you would be prepared to advocate all 
types of presentday promotion? 

ig pal gt ee To doesn’t. 

THE CHAIRMAN: One previous witness has sug- 
gested to us that big retail operators, through their 
buying power, are in a position to and do use their 
position to force back prices to the processors and 
from them back to the farm products. Would you have 
any opinion on this subject? 

MR. KIRK: I would say this is a question 
that, of course, has been raised. I don't know the 
answer to that. That is an answer we would very much 
like to have an authoritative idea on. 

THE CHAIRMAN: Well, I must thank you very 
much. We are much indebted to you for a very inter- 
esting brief which will be so useful to the Commission. 


MR. KIRK: Thank you. 
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Submission of 


MEAT PACKERS COUNCIL OF CANADA 


Appearances: 
Mes J. Whyve President 
Mr. Bo. Manning Managing Director 
Nr. Ke Leckie secretary 


THE CHAIRMAN: We will now hear the brief 
from the Meat Packers Council of Canada. 

---EXHIBIT NO. 90: Submission of Meat Packers 
cCounci ior Canada. 

MR. WHYTE: Mr. Chairman, I am appearing here 
at this time as president of the Meat Packers Council of 
Canada. Mr. Manning is our managing director, and Mr. 
Leckie is secretary of the organization. They prepared 
the brief, and they will present it. 

MR. MANNING: On behalf of the members of the 
Meat Packers Council of Canada, we wish to express 
appreciation for the opportunity to appear before the 
Commission, 

The Council is a national organization of the 
meat industry and has been in existence since October, 
1919. Membership is voluntary and open to any person, 
firm or company, slaughtering livestock and processing 
meat under the Canada Meat Inspection Act and its 
Regulations (see Exhibit A). At present there are 


forty-one member plants operating in eight provinces 
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(see Exhibit B). The membership includes three co- 
operative firms. A number of the firms maintain 
branch distribution and sales outlets at major centres 
across the country. 

The functions of the Council are clearly de- 
fined in the' Objects” formulated by its founders and 
remain unaltered (see Exhibit C). The Council is not 
involved in or concerned with the financial structure 
of individual members, nor in any way associated with 
their business policies and operations. It mainly 
serves as a liaison body with all other segments 
of the livestock and meat industry. 

The meat processing industry always has been 
interested in matters affecting the economic well 
being of agriculture, particularly those having to 
do with livestock. Undertakings to promote or im- 
prove livestock production and marketing, either ona 
local or national basis, have received the full support 
of our members, both collectively and individually. 

In many instances, processors, through the 
Council have initiated programmes of primary benefit 
tO producers. They have always stood ready to join 
with others in dealing with problems of mutual concern. 
Every effort has been and is being made to provide and 
disseminate pertinent facts about the industry. Ma - 
terial assistance has been rendered to a variety of 
programmes, including monetary grants toward agricul- 


tural education and research projects. 
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Cooperation is extended to Departments of 
Agriculture, tnrough the provision of plant facilities, 
equipment and technical personnel for the Carrying ou 
of studies and experimental tests, Programmes directed 
by the government to eradicate livestock diseases, such 
as tuberculosis, are fully supported. Plant facilities 
are provided without cost to implement the Advanced 
Registry policy for swine and other studies concerning 
Carcass quality. The industry has joined with pro- 
ducers and Departments of Agriculture in developing 
grading standards and provided encouragement to quality 
production through payment of price premiums for the 
most desirable grades. Programmes to cut down losses 
due to disease and parasites and eliminate damage to 
animals from careless handling and improper transport 
equipment, during the process of marketing, are fully 
supported, 

While many of the activities of the Council 
have been, and continue to be, concerned with the re- 
lation of the processor to the producer and his pro- 
blems, there has been an increasing demand from govern- 
ments and other bodies for close industry participation 
in marketing and merchandising problems. During the 
last war the implementation of the various measures 
dealing with meats required an exchange of technical 
information and assistance from the industry, along 


with full cooperation and provision of facilities, 


\— equipment and personnel. More recently, the industry 


Ss oe) NUS ae LDL ABS Of Firs ie vom sy 


Se Te 
th okec eae Of DpoyoJ9e 42 ape eeeee 
7 


© 
= 7 


PNG“ BALE vis Gale Ac Efi oO [sokcrss2 Ve “Sag. ope 


pe tek tos..2adlgeio Goi 4 -o9¢ oe ees ee 


» 
‘ 
ai 


hh ali ne 7h is 20 «ta CSarG ‘cee 6ns avibuse aN 

is Ps =) 

Lee, 20019 . «taanas Lilo) Sta ,eisoivetecae ae 
Ve y > 


: x . . 


] 
. . . — i i@ Aaa | ‘ = ~ : 
. Lees ¥ i ltew Pe dt OD RAST i iw 4 hi vases vig 
é oe ” 
. . * - 7 


% : it a. < 
Percy gallete ‘hho Lia helwie a) VOR: eee 
-y : \ Fa ie , —. ee 


a 


qe utle iq@ilel sad qalelont es? \_ ie Rane 


iA 
: : : : = ts 
a id y » i 4 " 7 “a8 >i cz ? at 5 ae ee ne 
7 ies) 
> 
f * re 4 ty - Pere rm oy oC ~ ya ee 
- PON ae ep alge 2), ORR NA OS; oe) Seen eee es 
} 
7 , re 
Dare tare’ 7a vi >| Greta ee 
ee ee 


ne (4 
+ 4 
hat * 
Si taescs ee ers | ( - ( ¢ 
~ ; vs 
‘ 2 K ae Fees 
Riay 
fae - 5 “> G ¢ 
' ao Tank) FS : Loess Wet 
ss 


Pree 
re ae 
Le ue . a. Le 
anes 4 J 
¢ 4 oj Pa ee j we 
ty + 
' om] ) La r{ i { 
da - a 
Fs 
iy 7 i iy : "| Py i iy 
gi ss ~ wit 7 5 o a8 
ecrer os 3 ane 
J J y a cy o { Pe a r) 6 76 a 
+ wo Pe x : ’ - 
‘ vay if. 2 tari ris Set ae id 
pat ice ° . 
a j -'¥ ‘4 } if il i} ve 
D ‘ 
"7 hel wer nae. if > 
id a a" bad _w Pine e 
7 
we - * * 
; aS vit a) Fe ‘ BSé¢l40H Oi oO. 7 Braet 
b pact . hs 
* brs ba 98a -- te He léctve Drie, MOL! goes Lu aids 
ae F a uf 
’ ) a ’ -¢ 


4, w* » aa A, Loo May «th toed 


4756 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


has been called upon to assist and cooperate in govern- 
ment programmes for price supports on livestock. 

As an integral part of the livestock and 
meat industry, packers are aware of the responsibility 
they assume in processing and merchandising livestock 
efficiently and effectively to provide the greatest 
possible service and economic benefit to both pro- 
ducer and consumer. By cooperating and supporting 
various undertakings, along with other bodies, proces- 
sors have participated in the development and better- 
ment of the industry. In so doing, there has been a 
free interchange of basic information on the industry. 

The Council is unable to submit any data on 
the industry not already available to the Commission 
through regular, official channels. Because of long 
association with various segments of the industry we 
may be in a position to present some views on the broad- 
er aspects of the price spread study as related to 
the livestock and meat business. 

At the outset, may we compliment the Commis- 
sion on the method and manner of approach to such an 
important and relatively complicated study. Unlike 
previous inquiries into the question, voluntary appear- 
ances have been solicited in order to gain a broad 
understanding of public opinion. In addition, and 
a very significant feature, is the exhaustive research 
to uncover the facts, which is being conducted by 


technical personnel of the Commission. 
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Observations on Marketing Margins for Live- 
stock and Meats: As the Commission undoubtedly is 
well aware, an accurate approximation of even gross 
marketing margins for livestock and meats presents 
rather difficult technical problems. The change in 
form which products undergo after their primary sale 
is a major factor. The producer markets a meat ani- 
mal as a single unit, prepackaged by nature. The 
packer finds within the package some portions of little 
or no commercial value -- the remaining combination 
of meat and by-products, with varying amounts of ad- 
ditional value added during processing, are sold at 
differing periods later, in domestic and export mar- 
Kets. Questions such as grade and quality, yields, 
shrinkage, by-product values, all complicate the 
calculation. Conversion factors, indicative of the 
farm product equivalent per unit of retail product, 
are necessary. 

To date, a start has been made on building 
up a historical series of marketing margin data for a 
limited number of Canadian farm products, including 
beef and pork. One of the limiting factors in these 
calculations is the inadequacy of wholesale and retail 
price data. Within the past three or four years the 
wholesale series has been much improved, although only 
a selected number of items are covered. Efforts cur- 
rently are under way to similarly improve the compi- 


lation of retail prices. 
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Margin calculations made to date in both 
Canada and the United States are based on numerous 
assumptions which destroy their usefulness, to an ex- 
tent. A continuing change in the basis used in the 
past has not been helpful. 
Marketing Structure of the Livestock and 
Meat Industry: The marketing process, as far as the 
livestock and meat industry is concerned, is a basical- 
ly three~stage proposition, viz: 
(1) The buying and selling of livestock, which focuses 
on major terminal markets or public stockyards. 
(2) The sale and distribution of dressed and pro- 
cessed meats by the meat industry into various 
markets. 
(3) The retail distribution of meat products. 
Predominantly the activities. of producers, 
processors and retailers are confined to their own 
particular economic sphere. Thus, ownership transfers 
and price determination is involved between each stage 
in the marketing process. Although there has been 
increasing reference to the question of vertical inte- 
gration, the present situation typically is charater- 
ized in this country by very little complete economic 
integration extending over even two stages in the live- 
stock production-marketing process. While there are 
several cooperative processing plants -- one in Ontario, 
four in Quebec and one under construction in Nova 


+__|| Scotia -- meat processors by and large have no retailin 
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operations and retailers do not operate processing 
plants. In some cases packers, or even retailers, 

may Own or have contractual arrangements with feed 
lots, but these operations involve a very small pro- 
portion of commercial livestock output. Voluntary 
contracts between producers and processors, or other 
agencies, are an important aspect of the poultry indus- 
try and probably of increasing importance in the 

ease of hogs. We will comment on this development 
elsewhere in this presentation. 

As far as the meat processing industry is 
concerned, its position, midway between the producer 
and the retailer, naturally involves it in both the 
marketing process for meat animals and the wholesale 
trading in processed products from these animals. 

Meat processors, not being involved in retail distri- 
bution, have no direct part in the determination of 
retail prices or merchandising policies. 

The fact that the livestock and meat industry 
is diverse by nature, with half a million or more 
primary production units scattered across the whole 
breadth of the country and with processing plants 
strategically located with respect to sources of live- 
stock and main consuming centres, makes for a complex 
marketing process. The steady economic development 
of Canada, both agriculturally and industrially, has 
necessitated a dynamic rather than a static marketing 


structure. 
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As the commercial livestock and meat industry 
developed, along with rail transportation facilities, 
stockyards and terminal markets were establisned and 
became focal points for the registration of livestock 
values. While in this regard they still occupy an 
important position, the intensive development of highway 
transport latterly has tended to decentralize the mar- 
keting structure to a considerable extent. Addition- 
al processing plants have located in secondary popula- 
Eton cenvures, closer tO areas of production: At the 
same time, secondary markets, such as local auctions 
ano buying stations, have developed. In the main 
livestock areas, producers have a choice of several 
alternative marketing channels, viz., consignment to 
a terminal market or to a local sales barn, sale to a 
local butcher or direct to a processing plant or buy- 
ine station. Market information through press and 
radio assists the individual producer in following 
market trends. As a result, comoetition for live- 
stock no longer is highly concentrated at terminal 
markets but extends right back to the farm or feed 
lot. The marketing system that has evolved is a 
result of the producer's free choice of these various 
alternatives, assisted by modern transportation and 
communication facilities and other factors. 

The tendency has been for livestock to move 
from farms to processing plants by the shortest, 


3 quickest and least costly route. In the case of hogs, 
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which have been sold exclusively on a carcass weight 
and grade basis since 1940, the swing over to the so- 
called “direct" method of marketing has been par- 
ticularly pronounced, Under sale by government 
carcass grade, hogs can be readily bought without ad- 
vance inspection by the buyer. Since hogs are the 
most perishable of all meat animals in transit, and 
shrink most rapidly, producers naturally are inclined 
toward a marketing method which will give most rapid 
and efficient handling. 

It has been frequently, unjustly asserted 
that the meat packing industry has deliberately, and 
with ulterior motives, fostered the growth of direct 
marketing of hogs and other livestock and the resul- 
tant bypassing of central markets. The position con- 
Ssistently adopted by the industry has been to stand 
ready to buy all the livestock producers offer through 
whatever channels and on whatever basis they elect to 
sell them. The development of the present method of 
carcass grading and settlement for hogs evolved over 
the past 35 years through mutual efforts of producers, 
processors and government. The expansion of motor 
truck Penconea ine was concomitant, as well as some 
considerable decentralization of the pork processing 
industry. The trend toward direct marketing was a 
natural result. In areas where voluntary producer 
livestock cooperative shipping associations have been 


operating for a considerable time the predominant 
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practice of such associations has been to sell direct 
rather than on the central market. 

in the case of cattle, for the most part 
marketed on a live weight basis and appraised by buyers 
as to quality, yield and other factors, the tendency 
toward direct marketing has been much less marked than 
in the case of hogs. On terminal markets, and at 
local auctions, various classes of buyers compete for 
available supplies, particularly ‘two-way’ types of 
cattle which may either be slaughtered or go back to 
tne country for additional finishing. While most 
processors will buy cattle on @ carcass grade and 
weight basis from producers who ask for this method 
of settlement, the industry has not taken any ini- 
tiative in suggesting any such fundamental change. 

As far as major processors (i.e., those in- 
cluded in the membership of the Meat Packers Council) 
are concerned, competition in procuring livestock, 
aoo selling the products therefrom, ts the very 
essence of their business. All any individual pro- 
cessor asks is the ability to compete, on as equitable 
terms as his geographic location and other similar 
economic factors permit, with wery other buyer for 
available supplies of livestock, No progressive 
packing concern would be content to accept any rela- 
tively fixed share or allocation of available supplies 
of livestock simply because any firm's ability to ex- 


pand its business is definitely limited by its livestoc 
buying department's ability to procure livestock to 
fill the orders for its processed products. 


* ” — 
4 ners ike EF poe 
aS Were a: at rr * 5 a : 
"y i cas) 4 
Pi moetin Tiss ws fonds 
'- 
« 
ne eet ac as 
' Si ie : } ? a x 
< : vi , 
igs 
5 { ia ry e é * ra : 
‘ 
rey hl! Ww mn 
. 
re A Mas és 
os ‘ = 
r mee r 
“i ; ve ad 
eB AR ot 
Peete mn Sa 
» i = td F 
yee 2 Fe H 
: NeAta * 
aes : | io 
‘ - — Pa 
(ts eu oss 
te ha - 
q $4 } 1 j 
ae \ 
? 3 
3 ‘ 
rf j 
G: —" nh Pa 
+ ue : , 
- » fr = rT 
4 . J cal jl 
nn or 
f ~F ji 
- 
Os esos 
ree Tee, 
i > 14 
| 
- Ms 
ws oy : 
‘ ‘ 
7 4 it tem 
| 5 rox 
eee ae ahs 
' = Pia as 
: ¥ Sr ime 
ie MALE : Fi 
i y ve! 
+f ' : 
ane 4 
Fi ‘ e 
t 
Aiea Cnet aa) e 
t " : : 
{ E } j b, c 
mle tl 
- + ¢ * 
a, ahs oe 
j 
i i 
jue - 
: te 
— f° 4 , 
a 3 ad 2 Ls 
A 
' _ ‘ a *; . 
* ods 2 = . AY oer ee 
=e ees 4 ; 
rs us e ity 
ees vi “- eye 
t 
‘ a . Ge 
4 
A : 
‘ =. 
A 4 ee ne ok 7 
' 
on ek bk: FP — a 
gt A ge BB oh p =m ty - 
r 
ial ct i 
7 7 F t i eo; 
7 : ite ae re 
> he te ' ¢ 
: a. ! - - 7 
gee, : ; a hy pe 
| af Page od eee eS beth som she 
: 5 Bo bcs, bine 
: : ae tye eit 3% 
Ja, S00 , ae 
i se ak, 
ie a : i 
Pets Les: ~ : 
\ ‘] 


ool defooues eta 36 
re Pe fee ie 


eq [wes 


99 of 


; ak ‘ : 
? ars <= 1 oe > 
ow Ws Of b9 ony nl 
h 
. anes ‘ ’ Le : 7 
. iy : 
‘uiew (Wh £2 nid bevew 
ae re 1 ee 
‘ 
poe me BiLay vaEt 
a . A) nat .- 
* ong . 
+ 4 2% 
Fiawian - soers 
i 
eas? haa 
e ie we oi iva roi 
ay WOst8 | 50° {3 
> Pur ade ar, x 
SS ae pee: : 
of 3taq ,eebiqnus 
4 i “ie © 
5 tha 
= Pa a : tr 4 
i a i i, Yl te 
c aes : 
T i ri F ; f } a» § © j 
ne he . a 
./ ¥ . % ‘ | i ,' 
“4 Sis . 3 
| eve F) } | ~~ st 
os ret Ae 
‘ a 
& , 
4 ae : 
wd e- my 
LiH Aor i) : Fie 
feta, an 
i ; - 
, ‘ ‘ r 
“fe i A rs 
o a iayao aE] 
IRE BEE oy 3 ’ 
‘ als. 
. Ju? Jd ss 
‘ i CY - / 
. = i . 
~+ | : ; I 
= i 
i 
G6 i i  * 
” \i « # id 
_ cS . ~ ake 
fc re : i 
—_ 
4 or . 
4 
‘ 
4 doe te: ry Fs ' 
Seer dual ‘ beg Fe ' 
y : 
| 
ToS .4 2 Phy 
oS 2 hed ‘ a “3 im 
7 sie) ‘ 5 
yj $3 5 el ‘ a 
~ s 
j > ie ,4 ih" pane is 
= + of 
yin ae 7 Sey oe Ek 
. > > q 
f j ' 2s a Aget : 
' eS i . 
1 1 eae ee 
. / 
, Ly 4 4 an s “SAD? ove: t 
eee do veers: 7 Py Sere st 
o% « . e bs * 
20°7') 240 Sor TIS 


4763 
ANGUS, STONEHOUSE & co, LTD. 
TORONTO, ONTARIO 


The nature of the fixed and variable cost 
structure of the meat processing industry provides an 
additional stimulus toward building up volume. Every 
modern packing plant has a coneiaeratie latitude in 
capacity or throughput which should not be considered 
in the same light as what is commonly referred to as 
"excess capacity. | Due to the seasonality and 
cyclical nature of livestock production, packing plants 
are constantly confronted with changing volume, While 
certain facilities, such as cooler and freezer space, 
or available outside storage facilities, impose rather 
definite maximum limits on throughput, the tempo of 
slaughtering, dressing and cutting operations can be 
accelerated greatly as the occasion demands by larger 
gangs and extra shifts. While some costs rise and 
fall more or less in direct proportion £6 output, 
other costs are relatively fixed, Thus, a plant which 
is able to maintain a volume relatively close to its 
Optimum, as determined by limiting factors in its 
feci tities, 16 in a position to operate at a favour- 
able point on its particular cost schedule. At 
the same time, it can develop and hold its customer 
connections through the prompt filling of orders 
booked. 

These basic facts alone make for constant 
and intense competition for available supplies of 
livestock, 


Nature of Competition in the Meat Industry: 


oe 


if _ " 

wily ts ‘es ao if _ 

ee oi, , 

> - Sh Pi nt eek | ; 
¥ ¥ A 

meet 
en @ = 
te. 4 , iy 
evi, Ge) \ ea EWC 


 ATSeihtahosS 0 GEM: CE Are 


’ 
S ty t 
a na f =| J 
oi ¥r . 
4 a i] 
os oth i }  e Foc. 
ey i : 
aN i. 
‘ ee ee if i wis ; 
ri. fy h<¢ fe f 4 
wipe fas ; fy 
. ch 
y ‘ » i 
f i a 460 fo , } 
r f nn an is i { 
( a Pedy oe 4 
: . ideas 
eek | = P 
Rae es i} } i } 
b Ae 


“5 
i : 1 
” 
» 
' Aa 
‘ 
' } 
. 
=r 
ere ey . 
pe ‘4 
. 
% . - bs 
: Pers 
on , 
> te | « 
' s 
¥ ‘ 
. 
‘ a ay 
of — > d hy 
‘ ie 


20bonive Lenolgs 


éq oTet 


NONasOF oy “0 Vi L5Ssqmar 


£300 slosifeav 
y? "e 
ro 4 fuk 4 a 7 
oret j 
5 i 
uel 
i] ' rigs Tae 
“ - i 
2? As 
i 
’ , “1 Mj I 
3 Les 
“ 7 “ iLGe 
ind i 
y =Thh Tatas 
ee? 
ry T 
; neoenf ha 
i ' 
,sOo7798 
Nar a heh 7 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 4764 


The meat processing industry, as it exists in Canada 
today, is certainly characterized by a vigorous and 
healthy competition both in buying livestock and in 
selling the finished products. If one were looking 
for instances of the type of situation commonly re- 


! 


ferred to as "administered prices,' the packing indus- 
try would present about as poor an example as one 
SOULE ind), Prices for livestock and wholesale 
prices for meats vary constantly from day to day and 
week to week -- even hour to hour -- according to 

the generally recognized pattern of competitive mar- 
kets. There is little or no evidence of "price 
leadership" tendencies which appear to be character- 
t2tac OF some industries. 

In the modern business world there are few 
situations conforming to the theoretical model of 
perfect competition, which requires that the actions 
of any one firm can have no effect on the market. Cer 
tainly no one would contend that the meat industry 
Pouitijiia this requirement. Even agriculture, long 
assumed to be the nearest approach to perfect com- 
petition, is changing its economic character. 

Nevertheless, there are certainly enough 
firms buying livestock and selling meat in the impor- 
tant producing and consuming areas to ensure strongly 
competitive prices. At the same time, access to the 
meat industry, at least on a modest scale, is rela- 


tively unrestricted. There are a number of examples 
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of fairly large meat firms today which were started 
not many years ago with a very modest investment of 
family capital. While a modern full-line proces- 
sing plant represents a considerable fixed investment 
and requires a good deal of working capital, the out- 
lay still is far less than in many types of manufac- 
turing industries which require elaborate technical 
installations or machine tools, even to commence 
operating. 

Another factor which makes for intense 
competition in the meat industry is the relatively 
limited opportunity for product: differenviation. This 
ie parvicliarly crue wi Tres meas, Beep for 
local variations in livestock quality, one inspected 
packer has little basic quality advantage over the 
producy of any other: Some differentiation is pos- 
sible in the degree of trimming, product preparation, 
packaging and service offered. tne the case of 
processed products, commonly sold under proprietary 
brands, more differentiation is possible through 
variations in cure, smoking or cook-room techniques. 
Comminuted meats and sausage products present oppor- 
tunities for the use of private formulas and new pro- 
cesses. Meat products with significant quality 
attributes are those generally featured in national 
brand advertising. 

By and large, however, price appeal is still 


by far the most potent factor in meat merchandising 
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at all levels. In the meat industry there is no such 
thing as ‘resale price maintenance" or "suggested 
retail prices," Being highly perishable, the total 
volume of meat produced must be sold on the market at 
prices which will move the entire supply. Temporary 
surpluses of some types of product can be frozen or 
canned, but the bulk of the supply has to move into 
the fresh, cured or smoked meat trade. 

The demand for livestock for processing is 
basically a derivative of the demand for meat and by- 
products, Regardless of the supply or quality 
offered, however, packers always have accepted as a 
basic collective responsibility the clearing of 
markets as promptly as possible. Then, having 
bought the livestock in competition with the rest of 
the industry and paid cash for it, each processor 
has to turn it into the tyves of product he feels 
will move to best advantage and then sell it. 

There is, therefore, the strongest possible 
evidence that factors predisposing toward a naturally 
keen competitive situation exist at each end of the 
meat processing industry, and that it is this type of 
Situation which, in fact, prevails. 

At this point we would like to comment on 
an unfortunate statement which appeared in the report 
of a previous Royal Commission on Price Spreads (1934) 
and which has been quoted frequently by those wishing 


to discredit the meat industry. 
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Referring to two major packing firms, it 
was stated on page 162 of the report that, 'There 
was uncontradicted evidence given to us by a former 
official (of one firm) that in Toronto it was the 
usual practice to arrange with (the other firm) as 
to the prices to be paid for purchases of livestock," 
(The testimony referred solely to cattle.) 

In actual fact, the verbatim report of 
evidence offered to the Commission indicates that 
the testimony of the former company employee was 
flatly denied by the president of the same company. 
Testifying under oath on a subsequent day the 
latter stated, 'As to a conference or agreement in 
regard to price, there is no such thing and never 
has been in Canada,’ (Minutes of Proceedings and 
Evidence, No. 6, page 280.) 

In. wnese elrcumstances “it is dithteule. to 
Justify the reference in the report to ‘uncontra- 
dicted evidence.' In addition, the president of 
the other company referred to in the testimony also 
appeared before the Commission, subsequent to both 
of the witnesses referred to above, and was not asked 
by the Commission's counsel to confirm or deny the 
allegations. This could be taken to imply the 
Commission considered that too much weight could not 
be placed on the unsubstantiated, and in fact con- 
tradicted, testimony of a single witness. (As a 
matter of fact, on page 56 of the Commission's Report 


it was admitted that there was no "direct evidence 
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of a combination between these companies’ -- the 
same companies previously referred to. 

Nevertheless, this ‘uncontradicted evidence” 
has been widely used since 1935 to imply that whole- 
sale collusion among livestock buyers not only existed 
buy also continues to exist. Yet, if this were 
true, it is inconceivable that alert and vigilant 
government enforcement agencies would not have found 
grounds in the intervening period for proceedings 
against the industry. 

Price Determinating Factors for Livestock 
and Meats: Price determination is naturally a prime 
consideration in the ownership transfers which occur 

| immediately before and after livestock is processed 
into meat. As previously indicated, there is. plenty 
of evidence of the presence of strongly competitive 
elements in both the purchase and sale of livestock 
and the selling of meat by processors to the retail 
trade, 


It is sometimes asserted, and with con- 


siderable validity, that consumers are a potent force 
in the establishment of meat prices. Tt) AS eet act 
that consumers exert final "veto’ power in deciding 
what kinds of meat they will buy and how much. In 
actual practice consumers do not, of course, enter 
directly into the establishment of meat prices except 
i. through the exercise of their veto power when they 


feel the price of a particular type or cut of meat 
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is too high; or, conversely, by their volume purchases 
of items they feel are a "good buy’. 

Price in relation to the need for a product 
is a basic factor in consumer motivation. As living 
standards advance, ideas as to the necessities for a 
satisfactory living make price considerations of lesser 
importance. Current demand for more completely pro- 
cessed meat products, in a form which is ready to 
serve or easily prepared in the kitchen, has widened 
the spread between the price of the raw material -- 
livestock -- and the finished product in a processing 
pant: 

These built-in services actually are added 
values and not an increased operating margin, as is 
incorrectly interpreted from time to time in price 
comparisons. The satisfaction the purchaser re- 
ceives, plus the higher percentage of edible weight 
in the amount purchased, are the factors which create 
the demand. Stripped of these additional qualities, 
the net worth of the primary product from which the 
item was processed would not be greater, possibly 
even lower, if sold in an unprepared form by a pro- 
BESsOr ; 

Trimming, boning, curing, smoking, cooking 
and slitting, along with packaging and weighing into 
consumer-size units, have added to processing costs. 
However, increased sales have enhanced the price for 


livestock and encouraged volume production to the 
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benefit of primary producers. 

At the same time, a recent research study 
by the U.S.D.A. Agricultural Marketing Service (Con- 
venience Foods and Their Cost to Consumers, A.M.S. 
267, August 1958) indicates that, all things consider- 
ed, the net additional cost of convenience foods, com- 
pared to the same product in a less highly prepared 
form, is surprisingly small. For example, a house- 
wife in Washington, D. C., who bought $100 worth of 
unserviced foods in December 1957 could get the equiva- 
lent quantity of serviced foods for $100.61 and, in 
the bargain, she would eliminate much tedious pre- 
paration and kitchen overhead. 

The continuous market impact through every 
hour of every shopping day of the sum total of de- 
cisions of meat consumers is promptly reflected 
through the retailer and other meat purveyors to 
the processor. But does this mean that the live- 
stock producer becomes merely a residual claimant 


after retail and wholesale margins are deducted? 


The answer -- certainly as far as the pro- 
cessor is involved -- must be that this is not neces- 
sarily true at all. There is, as a matter of fact, 


no such thing as a fixed or "normal’ margin for any 
product of the packing industry. Processors have 
certain overhead and variable costs which they en- 
deavour to cover in their overall operations; but at 


any specific time, for any particular product or 


ity: . \ « cl tophe 14. cp) at 2g Bee 


5 ges id 
ron Sug ee ae: 
aes ay) ee eae akon’ wien 


eae ee ij Ame ‘ee 


evry SATS are = 


\ a ed 
' ' 
oes, OU ae en So 


‘enol labs Jon aoee a 


an oa. aw 4! Baers | OF Gre 


a 1oy. 


DORR EW SE 


5 ny ed oad a ay “a 
Ps i a z Loa ps 
: SEE oS (OuOd ine 
f id x if erie © 
a 7 \ PP 3 4 ‘1! ay 
; keri 50? a f hid 
4 ms ALES 7 
i x <= : * 
i art sored! Pt 
3 £@ we Te 
, ‘ . £ ~~ = Wiehe. ; 
; . an ei 
_ 
‘ uty ; 1 ra) 
; f e y ¢ es 
v at aS we 
ri sie 2 #;:\nart Ave; 
FU (OSG ovis is NSyon ad 


ANGUS, STONEHOUSE & CO. LTD, 


TORONTO, ONTARIO A771 


(fue 
NE) f 


Ms, 
” ith ii 
Ea] Bilin an 


department, there is absolutely no assurance that 
costs will be covered and a reasonable margin of 
prorit received. 

One reason for this is that in day-to-day 
livestock procurement operations buyers are instructed 
to attempt to keep costs in line with current and 
anticipated values of meat and by-products. But on 
the market other buyers may, and generally do, have 
somewhat different price ideas and, as a result, bids 
may need to be revised frequently to meet competition. 
in other words, the price which is established in a 
competitive livestock market is not necessarily what 
any particular buyer may feel his current sales 

Pececurnis Justify. There is the additional considera- 
tion of the normal time lag in processing operations, 
particularly in the case of cured and smoked meats. 

Hetual realization from finished products is often 

| Quite different from that anticipated. By-products, 
Pee, nioes, fate or fancy meats, may also change an 
value and affect the aie scaiee 

At this point we would like to refer again 
to the 1934 Commission report. Many times it has 
been stated that a leading packing company executive 
testified that the basic philosophy of the industry 
was "to buy as cheaply as possible and sell for as 
high a price as possible.’ 

In actual fact, a thorough reading of the 


evidence indicates that this is a classic example of 
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both misquotation and quoting out of context. 
(Minutes of Proceedings and Evidence, No. 44, page 
2534. ) In response to questions on livestock 
prices posed by members of the Commission the witness 
stated that, ‘The price we pay is determined entirely 
by the outlet that exists. Our duty to the farmer 
is to work to get the highest price possible all the 
time for his product." 

He then went on to state that, while in 
every deal the buyer was trying to keep the price down 
while the seller was trying to hold out for a higher 
price, this Gid not imply any unfair attitude or lack 
of sympathy the one with the other. 

During this interchange one of the members 
of the Commission remarked: ‘I do not see why all the 
witnesses heard at this inquiry have tried to run 
away from that idea, that they sell as high as they 
can and (buy) as low as they can. it ds <a -soreuce 
universal trait in human nature.’ 

One fact which was not adequately developed 
in this discussion, although it may have been assumed, 
is that in the market place competition sets definite 
limits on how cheaply a firm may buy or how dearly it 
may sell. 

The fact is that the beef and provision de- 
partment managers of packing firms generally try to 
buy cattle and hogs in line with current cut-out 


values also taking their costs into account. But the 
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objective is achieved Only by some firms some of 
the time. Competitive conditions encountered at 
either the buying or selling end, or both, always are 
tending to militate against any Stability of margins. 

The converse thesis, that all meat prices are 
Simply arrived at by adding marketing charges and mar- 
gins to the price paid for Livestock. a2. equally in- 
adequate. Just as livestock production costs in 
the short run are not a primary market price deter- 
minant, so meat prices at any particular time neces- 
sarily bear no close relation to the cost of the 
livestock from which it was processed. 

Over a longer time span, however, the 
correlation between livestock prices and the price of 
major wholesale cuts of meat is remarkably close. 

A recent unpublished analysis by R. G. Marshall 
(which we understand is available to the research 
staff of the Commission) indicated that over the ten- 
year period 1948-57 the relationship between steer 


and wholesale beef prices at Toronto was remarkably 


ee, eee 


close and consistent. 

While 1t is a trite oversimplification to 
State merely that livestock and meat prices are set 
by "supply and demand, nevertheless, constantly 
shifting balances between the supply of livestock 
and the demand schedule for meat are achieved through 
price adjustments. In the short run the market 


supply of livestock is not too elastic, especially in 
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Pee case Ot (hoes. Demand elasticity for meat ee 
mee the short run is neers limited, although 

for eae lead of meat it may be considerably higher. 
Certainly in intermediate periods consumers switch 
buying from one kind of meat to another quite freely 
in response to relative prices. The current increase 
in pork consumption is a good example. 


Considerable emphasis has been placed in 


some quarters on relative bargaining power between 
various segments of the livestock and meat industry. 
The institutional marketing framework and the rela- 
tive size of firm in each segment are frequently 
claimed to create gross inequalities in bargaining 
power. Actually, factors other than bargaining 
power play an important role in the registration of 
prices. Short and long run supply and demand elas- 
ticities, for livestock and meats, for example, are 
Bienificant. Both livestock and meats are perish- 
‘ 

able and must be sold promptly or suffer quality losses. 
The relative bargaining advantage of sellers and buyers 
shifts according to the volume available in relation 
to normal domestic market requirements and alterna- 
tive outlets. Neither producer nor processor has 
much latitude in withholding supplies for a more 
favourable market. 

The individual producer, generally with 


several alternative market outlets available, is not 


-— pitted against a single large-scale buyer. By means 


mit 


nt o ‘ge: 404 a¢istinnl4 ieee he 3 Dae : 


Pie 


dude berintl tons or na Peetgd one at Tad 
1 ed be itn 2 
~10aale Vidette 64 oem | gt "to Brtot om 
ms 
- ae 


ta 
a | a 


efeeT? Sek gentcie () 9560 So: hell Bio see 


fos tu reeeaicrs éalLoinee sbaLoueneaee nt ute 


Bese. Chat oF - i vise svete ssnoghes A | 
i 

Slanse boop & © 2 shoes Sire 
Mersin) ushd ua ei eRNGKS oiddvebhandn ans 

meek ad +4awed surtt bias +v I) ales gc osodadp deck 


wisaibntl tae] bop weectevhl aa Se einengsy oa? 


4 
’ 
- 
- 
i? 
3 
@e@ 
sal 
fr 
ana 
ww 
- 
_ 
S 
> 
: 
~~, 
i 
< 
* 
oe 
tr 
2 


favoLivu?s Prank 
lite p94) evs. gregeaa deeds olan eP aeteees 
rer Aas | : Bie ". 04 » Veal 8) i O4 
es oP den) >4 are je a 
Pec raf = ind y % JT pans frié Y4ta 


* a ¢ s 
is ee woe 7 RAa $ 
eolions| af ligvpas? ciotn @fsade tag 
‘sf i. Sosa! nits G4 j © be Yor 


t :) ‘ } - 
i Sf. ae é "i ers ' i 7? 
i 
P 
i J P| tS Py ojo Ansel 
: e 


fe po i Suey Wy yt: , RoR oN a tho bam vv 


array: té guint eawead seGi? 
| il Pel ot ee. nr on aftlimovuon. toa 
f Le wit fice De oh Teenebh lacrat) ae 


. tor wigs ihieesiie ne ehuih rae 
ieizen elnwey 


pf Peo LAE Py Sak ere? 


j : 4 Mf - cl ys . > 
AS OL Si deitava vse lige tanneam avisvarerasia | £ 


>? é ry 
tried <4 -Se7nd sieocowie. gipake & Jenreee 
7 sq i” 


ie) 
wh) 


= 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO UTTS 


of regular markets information channels the producer 
is in a position to consign his shipments through the 
most favourable channels, either individually or as 

a member of a livestock cooperative, 

Integration in the Livestock and Meat 
tHadustry: The development commonly referred to as 
"vertical integration" has been recently attracting 
much publicity and discussion. The reference is 
commonly to integration through voluntary production- 
marketing contracts -- not to complete economic inte- 
gration through outright Ownership of associated 
factii ties. 

In several lines of production, contract 
farming has been a common practice for ears SOSr, 
canning crops, sugar beets, etc. Its more recent 
wide-scale adoption by the poultry industry, with 
rather spectacular results, has prompted much specu- 
lation as to whether similar developments with respect 
to hogs and other meat animals are to be expected, 

In essence, integration by contract amounts 


to nothing more than advance collaboration between 


the producer and a second party -- commonly a proces- 
sor or a feed supplier -- in the production planning 
and feeding operation. The contracting parties 


Jointly assume production and marketing risks and 
mutually collaborate in decision making. Instead 
of the producer individually deciding how much to 


produce, what type of product, and when to market it 
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-- then consigning the finished article on the open 
market when it is ready -- he contracts to produce a 
certain volume of product to uniform specifications. 
In exchange for former complete independence of de- 
cisions he generally has assurance of a market, a 
minimum price guarantee, a certain amount of pro- 
duction credit, and is furnished with expert tech- 
nical advice if required. The more advanced forms 
of contracts provide an escalator clause whereby the 
producer shares in fortuitous market advances. He 
is a partner, not a hired employee. 

One of the generally recognized motivating 
forces in contract integration is the technological 
advance, voth in farming and in marketing and mer- 
chandising. The impact of mass retail merchandis- 
ing has been particularly important. While retailers 
are not directly involved in integration, the trend 
toward "specification buying" is reflected through 
the marketing channels to farm production, When a 
retail chain store organization in a metropolitan 
centre decides to feature broilers on any week end, 
it requires thousands of birds of uniform weight and 
quality. An integrated programme, with commercial 
producers, poultry breeders, hatcherymen, feed manu- 
facturers and distributors and poultry processors 
all coordinating their efforts can be readily geared 
to the exacting requirements of such mass merchan- 


dising. The phenomenal progress and rate of growth 
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in the poultry industry is closely associated with 
integration. 

Among meat animals, hogs seem to offer the 
greatest opportunities for integration, aithouch tp 1s 
by no means certain that developments will proceed 
ae rapidly or as far as im the case of poultry. 

For a number of reasons the specialized mass pro- 
duction of weanling pigs in hatcheries presents more 
problems than chick hatching. Risk factors and 
eredit requirements are also much greater in larger 
meat animals than poultry. 

Pi eeneral. 4, Laie sO us taces that the 
processing industry, along with other groups, is 
viewing integration developments with interest but 
not necessarily enthusiasm. As long as adequate 
supplies of livestock are available for purchase by 
all comers on the open market, 1t 1s likely that 
processors will depend on traditional channels for 
their main supply. Continuing technological ad- 
vances in livestock production and marketing, 
however, make it hard to predict the future. 

To the extent that integration does pro- 
ceed to develop, it seems reasonable to assume that 
it will result in increased efficiency, highly com- 
petitive prices and relatively narrow marketing 
margins. At least these effects certainly have been 
@vident in the poultry industry. 


In this presentation no effort has been 
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made to present detailed historical or current data 
on marketing margins or price spreads in the live- 


stock and meat industry. This, as the Commission 
has wisely concluded, is a task better left to 
Qualified research personnel to thoroughly explore. 

From our general knowledge of the situation 
we are confident, however, that the most careful 
examination of marketing costs, services rendered 
and values added as livestock moves from farms and 
feed lots through the entire processing operation 
(i1.e., from farm to wholesale) is bound to show that 
tHe prevelbing, margins, including profits, are ex- 
eremely narrows that a high degree of efficiency 

| exists; and that there is a healthy degree of com- 

petition, For this reason the meat industry welcomes 
this investigation and looks forvard to the final 
report of the Commission with interest. 

We have tried to boring out the fact that 
the livestock and meat industry has a complex and 
dynamic production and merketing structure. Proces= 
sing is an integral function of the whole but the 
packing industry is not in a positicn to influence 
or control either the supply of livestock or the deman 
for meat. The natural result is a highly competi- 
tive price structure at both ends of the operation. 

As a final point, we might add that indus- 
tries, in addition to their rising costs of doing busi 


nowedays are called upon to perform added servicds 
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for government. While the desirability of social 
services and other government measures designed for 
public benefit may be unquestioned, the fact remains 
that business increasingly serves in the Capacity of 
government agent without remuneration. Collection of 
employee income taxes, sales taxes, hospital insurance 
premiums, workmen's compensation, and so forth, 
materially add to expenses, over and above the 

costs associated with normal productive Operations, 

Im addition, there ig a mounting number of reports to 
be completed daily, weekly, monthly and annually for 
various government departments, although in fairness 
it should be stated that certain of these are of 
direct interest and value to the industries con- 


cerned, 


| CRE oe oa as + i . bene ee 
i DePee se peat er ss ee pena Rea 
yO Heritber attic: stitevey tage. Gaal 


ek 


BibAGts Sok ont  bekedirceuped Set yoni & 


We 
rs 


abe, 
on 2 
. 


A 


to Vi fstawy 6° at odes Viren Boron’ 


o 
ie wektentis (HOR) Otonaivey That kee See 


ace Pruens BdPGiod: .waxe : eétna ou? omsont Getohgas 
‘Héas9 o> orn .(obeaiesorie @ eae rs hart, 

Su4 orOGS BR 494 sa ote oF bbe Qhiseied 

eng ‘han aad whieukwes casting. agin hotelegene arms o 


4 - i 7 ' 
. B« . é . cat . ‘ Q 
BSAGers. ase Locine 2 et eters “inf 2a fooe 


col vittuttia bik Chive. eew (el 2eb pagene 


ba : 7 } - — es “~ a > Cog? rs | a 
| te Tp £ «ee iiae Sit aty - aid as eed Ane ~ cnt. ri 8 ed 
i re — eye 
CAB ween to e684 1) be >is 
pte et 39 ‘ , ons jases 


ANGUS, STONEHOUSE & CO. LTD, 


TORONTO, ONTARIO 4780 


Exhibit A 


Basis of Membership 


Any person, firm or corporate company opera- 
ting government inspected plants under the provisions 
of the Meat Inspection Act of Canada or under pro- 
vincial government inspection, engaged in slaughtering 
livestock and the processing of meats for consumption 
as food, on his or their own account, upon submis- 
sion of a signed formal application may become a 
regular member of the Council upon such terms and 
conditions as the bylaws may provide. Membership 

ust be in the name of such person, firm or company, 
accordingr to his or their pusiness title. Each 
firm or company must designate a member of such firm 
or company who shall be the official representative of 
the firm or company in all its relations with the 
Council. Each firm or company shall have the privi- 
fegerol maming a substitute to act im’ the place of 


the official representative. 
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EXAIBIT B 


1958 


Firm 


British Columbia 


Burns & Co. Limited 
Canada Packers Limited 
Pacific Meat Company Ltd 
Swift Canadian Co. Ltd 


Alberta 


Burns & Co. Limited 

Burns & Co. Limited 

Calgary Packers Limited 

Canada Packers Limited 

swift Canadian Co. Ltd 

Union Packing Co.({Division 
of Swift Canadian Co.Ltd) 


Saskatchewan 


Spurns i«& Co. Limited 

Burns & Co. Limited 

Canada Packers Limited 
Intercontinental Packers Ltd 
Intercontinental Packers Ltd 


Manitoba 


Burns & Co. Limited 
Canada Packers Limited 
Swift Canadian Co. Limited 


Ontario 


Burns & Co,(Eastern) Ltd 
Canada Packers Limited 
Canada Packers Limited 
Colreman Packing Co. Ltd 
Essex Packers Limited 
Essex Packers Limited 
F. W. Fearman Co. Ltd 
First Co-operative Packers 
of Ontario Limited 
J. M. Schneider Limited 
Swift Canadian Co. Ltd 
Whyte Packing Co. Ltd 
Windsor Packing Co. Ltd 


Location 


Vancouver 
Vancouver 
Vancouver 
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New Westminster 


Calgary 
Edmonton 
Calgary 
Edmonton 
Edmonton 


Calgary 


Prince Albert 


Regina 
Moose Jaw 
Saskatoon 
Regina 


Winnipeg 
St. Boniface 
St. Boniface 


Kitchener 
Toronto 
Peterborough 
London 
Hamilton 
Windsor 
Hamilton 


Barrie 
Kitchener 
Toronto 
stratford 
Windsor 
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Firm 


Quebec 

Canada Packers Limited 

Canada Packers Limited 

Cooperative Federee de Quebec 

La Chaine Cooperative du 
Saguenay 

Legrade Inc, 

teerade: Inc, 

Modern Packers Limited 

Wilsil Limited 


New Brunswick 
Canada Packers Limited 
oWiit Canadian Co, Ltd 


Prince Edward Island 
Canada Packers Limited 
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Location 


Hull 
Montreal 
Princeville 


St. Bruno 
Quebec 

Montreal 
Montreal 
Montreal 


Saint John 
Moncton 


Charlottetown 
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cE 


Exhibit C 


Objects 


The Council is organized: 
(a) to provide means of meeting breeders and pro- 
ducers of livestock for the purpose of discus- 
Sing and taking action on all matters of mutual 


interest to producers of livestock and packers 


of meat and its products; 

(bo) to cooperate with livestock breeders! associa- 
tions, farmers! organizations, railways, banks 
and financial institutions, federal and pro- 
vinelal Departments of Agriculture and all 
other bodies interested in the development 
of agriculture; 

(c) to aid in the improvement of the quality and 
breeding of livestock on the farms of Canada; 

(d) to promote the development of domestic and 
foreign markets for all livestock and meat 
products; 

(e) to encourage the study of the arts and sciences 
connected with the production of livestock, the 
packing of meat and its preparation as food; 

(f) to make available to the consumer a knowledge 
of the meat packing industry and its economic 
value and vital place in the transformation of 
livestock into food at the lowest possible cost; 

(g) to place at the disposal of the federal and 


a provincial governments information which may be 
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of service in the solution of problems that 
arise in connection with the livestock and 


packing industries. 


THE CHAIRMAN: Thank you very much, Mr. 


Manning. 

Are there any questions? 

COMMISSIONER DRUMMOND: I have one or 
two questions. I do not think this matter was 


specilticaily referred co an your brier, put 1 think 
you are definitely in a position to give us good ad- 
wice about. it. It has been represented to us that 
one of the reasons for the fairly recent increase in 
the retall spread of meat, specifically meat, is the 
fact that in recent years there have been some very 
significant changes in the so-called cutting-out 
practices. We are told that beef, by and large, 

is sold to the retailers by the processors, after 
which the retailers do the cuttings out, and that, 
say, in the last ten years, or thereabouts, retailers 
Have peen £it to cut a larger fraction. of the total 
earcass out and that part of the cut-out goes as 
waste; in other words, the part of the carcass going 
as waste is larger than it was previously, the re- 
tailers selling fewer pounds of carcass, and there- 
fore in order to get as much total income from a 
earcass he has to charge a higher price for the 


pounds he does sell. 
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Can you give us any indication as to the 
validity of this? 

MR. MANNING: I may say that we have no 
association or experience with the retail end of the 
business, and therefore we are not qualified to answer 
what happens after it leaves our hands. I would say 
for the most part meats or beefs are sold in smaller 
cuts than they used to be. I would say from the 
wholesaler end there has been very little change in 
the spread within the wholesale end, In other 
words, the packer slaughters the animal, disposes 
of the by-products and sells the carcass or sides, 
Quarters. 

The practice in recent years for the whole- 
salers is what has been called the removing of fat. 
That has been a practice that has come in in the last 
few years, and to a degree, while that carcass may 
necessarily sell in cents per pound more, from the 
standpoint of the overall economics of the operation 
where those fats are returned in an edible condition 
at the plant, it is perhaps worth more money. 

COMMISSIONER DRUMMOND: Thank you very much, 

MR. LECKIE: I think there is one other 
point which just occurred to me. I think there has 
been some change with the higher levels of consumer 
income towards the demand for certain types of what 
we sometimes call luxury cuts, that is steaks for 


barbecuing, and it may be in these margin calculations 
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they don't take the whole carcass; they are restricted 
to certainaits in which quotations are available; 

and it is my opinion, in buying meat, you can pay 
elther a lot for a certain type of meat or you can 
get a cheaper cut, depending on what you want to sell 
me. abs I think it is quite obvious that the prices 
at the retail level -- although we are not qualified 
really to discuss it -- the retail prices for certain 
cuts have increased over certain other cuts where 
there is perhaps less popular demand, because the 
consumers seem to have more money to spend on meat, 
and perhaps spend it not too wisely as far as economy 


is concerned. 
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COMMISSIONER DRUMMOND: This would somewhat 
coincide with the Suggestion that has been made to us 
that a change in practice has actually resulted in two 
types of shifts, first, a smaller part of the carcass 
going into the more expensive cuts and a larger part 
is going into the cheaper cuts, Then, secondly, a 
larger part of the total carcass going into waste as 
distinct from --- 

MR, LECKIE: And more meat being sold in 
smaller packages is another factor that undoubtedly 
must have added a little to the packaging costs. 

COMMISSIONER DRUMMOND: On page 13 -- 
this may be a relatively minor point -- but about the 
middle of that page you are speaking about packing 
firms, like other businesses, buying as favourably as 
they can, and so forth, but you say: 

"The objective is achieved Only by some 

firms some of the time. 
f am wondering if you would not be inclined to agree 
to this substitution, "achieved by most firms most of 
the time’? If that does not happen I cannot quite 
figure out why most of the firms continue to survive. 

MR, LECKIE: Well, you have to insert the 

term element in Lnere, 1. Chink. 16 you are considerin 
the long-term Span, certainly as in agriculture over t 
long-run market prices change and similarly over the 
long run packers can stay in business, and they must 


over the long run get their costs back with whatever 
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margin they need for depreciation and reinvestment 
and so on. 

MR. WHYTE: I think part of this can be 
explained by the fact that different packers have 
different accounting practices. some have one pro- 
duct, others have a different type. One may be a 
epecialvs: im pork only. Now, in that way a special- 
ist in pork will suffer more than a chap who is only 
doing 30 per cent business in pork, and I think this 
should be taken into consideration. 

COMMISSIONER DRUMMOND: To the best of my 
recollection, very few in the casual list are in the 
rank of packing firms. 

MR. MANNING: The inference was all the 
people are not doing the same thing economically all 
the time. 

COMMISSIONER DRUMMOND: My only point, the 
only one I will discuss now -- there are many I would 
love to discuss but this matter is dealt with at the 
bottom of page 7 and the top of page 8, where you 
svacve, and in’ my opinion quite correctly: 

". . . the theoretical model of perfect com- 

petition, which requires that the actions of 

any one firm can have no effect on the market.’ 
You do not contend that it is by any means a situation 
in this industry any more than in others, but then at 
the beginning of the next paragraph you say: 


"Nevertheless, there are certainly enough 
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Now, if you are going to define competition 
as competition between an equal number of firms, it 
is not that, but perhaps we might have to use another 
word rather than competitive. 

COMMISSIONER DRUMMOND: This is very 
intriguing and, of course, a fundamentally important 
topic, but the hour is well advanced, so I will not 
continue now. I think if it would be possible for 
you to do even more than you have already done in, 
shall we say, listing these factors which you think 
make for competitive prices and perhaps also those 
that make for non-competitive prices, and let us 
have them, we will be in a better position to see 
where the balance comes out. 

MR. MANNING: We will be glad to do so, 

COMMISSIONER DRUMMOND: That; is aid IT have. 

COMMISSIONER KIDD: I would like to pick up 
on page 2 the implications of the point you make there 
that they provide an encouragement to vary a produc- 
tion through payment of price premiums, two questions 
there. I suppose that your grading is orientated 
towards the consumer? 

MR, MANNING: No, towards the producer in 
this case. 

COMMISSIONER KIDD: Towards the producer? 

MR. MANNING: Yes, that is the reference 
here. 


MR, LECKIE: I think Mr. Kidd means that the 
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grading of livestock is primarily done with the con- 
sumer in mind? 


COMMISSIONER KIDD: You say you encourage 


quality production to payment of price premiums. you 
are looking after a quality product which you are going 
to sell to consumers so I say your grading is consumer 
orientated? 


MR. MANNING: To that extent, yes, that 


with better quality livestock you get a much better 
out-turn of saleable meat to the consumer. 


COMMISSIONER KIDD: And that is what you 


are looking for? 
MR. MANNING: That is what we are looking 
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COMMISSIONER KIDD: If the grading is con- 
Sumer-orientated and there is a premium for it, doesn't 
that premium come out of the retail price eventually? 

MR. MANNING: I can best explain that by 
taking the example of hogs which are graded to the 
producer on a carcass grade and weight basis, and have 
been for a number of years, in which case there is a 
Grade A hog and a Grade Bai hoe, andwso on, down the 
line, For the Grade A hog there is a premium price 
paid for it over the B-1, which is more or less con- 
Sidered as a good hog -- more of a Standard, put it 
that way. The thing the packer or processor has 
to contend with is the amount of trimmable product 
that has to be taken off it to make products which are 
acceptable to the consumer. 

For example, if you buy hogs at so much 
per hundredweight and you have to trim off a certain 
percentage in order to make it saleable to the con- 
sumer, that percentage which you trim off is not worth 
as much as what goes to the retail trade, but it has 
to be taken into account in the price that goes to 
the retail trade, The net result is that the better 
the grade animal in the first place the less trimming 
ds necessary, and therefore it is better value. You 
are working towards sending a uniform product to the 
consumer, and you have changed the nature of that in 
the process of removing the outside trimmable fat, 


in this case, and, in some cases, taking away some of 
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the internal parts, but that is not possible in all 
classes of goods, You can do it with a ham, where 
the fat is on the outside. With the belly cuts that 
is not possible; you can't change that. 
COMMISSIONER KIDD: But the quality is 
reflected in the retail price? 
MR, MANNING: That Is rien. 
COMMISSIONER KIDD: Do you know whether a 


Grade A hog carcass, a bacon carcass -- there is a 


premium paid there, but isn't part of that premium 
paid by the government? 


MR, MANNING: I don't want to make this too 


Seen ee 


lengthy an explanation, but I amprepared to do so. 
The grading of hogs has been done in this country since 
1921; by 1934 the system of carcass grade and weight 


basis was introduced in a voluntary way, and in 1941 


it became the only way of grading. At the original 
origin of grading, right at the very outset, it was 
worked out between a committee of consumers and pro- 
ducers whereby a special additional price was paid 
for the top grade by the packer. In the course of 
time the Government, in order to promote the production 
of better quality hogs in the last war, undertook to 
pay a quality premium in the direction of hogs. At 
that time they asked the packer to discontinue paying 
a premium as such, but a price was worked out between 
the processor and producers between the A and B hogs 


-- that is, $1 a hundredweignht. 
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COMMISSIONER KIDD: DO, Lbs ss arr oo. say 
that to some extent the consumer, as a taxpayer has 
a payment to make there? 

MR. MANNING: No, I wouldn't say that. 

COMMISSIONER KIDD: Well, if the government 
pays: for it, surely the taxpayer is giving the govern- 


ment the funds to pay? 


MR, MANNING: Oh, the government premium? 
To a degree, yes. I think there are other industries 
wno do things -- 1t is a good thing to pay for =--- 

COMMISSIONER KIDD: There are a great many 
things done for many industries. We agree on that. 
On page 7 you say, at the top paragraph, there are 
definite maximum limits on throughput: in your ex- 
perience do you say that a larger volume of through- 
put causes higher unit costs? 

MR. MANNING: There comes a point when it 
ean. 

COMMISSIONER KIDD: What is that point? 

MR, MANNING: Well, it would depend upon 
the industry and the operation of the plant -- its 
facilities, and so on. 

COMMISSIONER KIDD: ‘trerthlemparticulanrwan- 
dustry? 

MR, MANNING: You could not state it for 
the industry. It would vary with the plants. 

COMMISSIONER KIDD: Well, what would be 


the conditions where the unit cost would rise? 
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gangs and work overtime; there would be extra costs 
involved in order to do that. You might compensate 

a bit from the standpoint of your overhead remaining -- 
reduced in total volume -- but when you have to start 


to exert certain pressures on your operations, as it 


MR. MANNING: Where you had to put on extra 
were, YOu Can comer to a point of no eur. IBWGs) 4 

am not qualified to talk about plant operations: I am 
sorry, I am not an operating man. 

| COMMISSIONER KIDD: I am interested in under 
what conditions you can have higher unit costs as your 
throughput increases? I would have been under the 
impression that up to the point of plant capacities 

the more throughput that you had the more your unit 
costs would decline. 

MR, WHYTE: Mr. Kidd, I think every plant 
has got a point of optimum production where everything 
is in balance and there 1s no overtime, and you are 
working your machinery to the full, and things are 
working properly. If you get below that, you have 
got slack time, and the overtime to catch up to it 
costs extra money. If you go the other way and 
start to over-produce you have extra charges and vario 
other things that you have to pay for doing that. Alsqa, 
you get into quality problems. 

COMMISSIONER KIDD: You are not suggesting 
that the returns from working overtime are.less than 


the returns when working the plant normal work hours? 
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Min, WHYTE: If you are paying time and a 
half your cost of labour is more. 

COMMISSIONER KIDD: Dati ieenor le Leul Gt. CO 
understand why any industry would operate on an over- 
time basis unless there was something to be gained 
out of that? 

MR. WHYTE: You have to satisfy the custo- 
mers. 

MR. LECKIE: Also, the livestock market -- 
I don't think there has been a time in this country 
when the markets haven't been cleared. The meat 
packer doesn't stop buying livestock just because he 
Pi Sib Up too the doers. 

THE CHAIRMAN: I suppose the point of 
optimum operation is not identical with the point of 
complete and full capacity? 

MR, LECKIE: Thay i¢ rlene. 

COMMISSIONER MacKICHAN: I have a question 
three-fifths of the way down page 6, where you say, 
"While most processors will buy cattle on a carcass 
grade and weight basis from producers who ask for this 
method of settlement, the industry has not taken any 
initiative suggesting any such fundamental change. © 
I was wondering about rail grading of hogs, which 
would be so much easier, and you can be so much more 
accurate in arriving at a grade when the animal is 
on the rail rather than buying it in farmer's feed 


lot: why hasn't rail grading followed through on 
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cattle? 

Mr. MANNING: I think there are two basic 
reasons; one is that the quality of our cattle is not 
as uniform as hogs. We have a very uniform standard 
quality in our market hogs. We have four or five 
grades, but the standard is very close. You have a 
much wider range with cattle. secondly, Pf think 
identification is one of the big problems. foo13 
easy to identify a hog by means of a tatoo, but the 
hide of cattle are removed, and it is a manual process 
in which there is an element of error that can creep 
wine Waere., <2 small "lous comane from an individua | 
shipper or producer, it could be calculated wrongly -- 
in other words, a mix-up. Where a shipper is sending 
in a lot of cattle it is much simpler, but there are 
some plants that are trying to do this job, but they 
are doing it with the willingness of the producer 
wanting it and not insisting upon it. 

COMMISSIONER MacKICHAN: There “1s "a poard 
of producers that do insist on it and identify the 
cattle by ear tag, like they do with lambs? 

MR. MANNING: Yes, but the tag has to be 
transferred. It is being done where they are prepared 
to do it. 

COMMISSIONER MacKICHAN: How do they identify 
<b vee 

MR, MANNING: Well, it is a manual process, 


but it brings up an area of possibility of mixing up of 
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LOGS, and SO Or’. TG ts ati cure more adatracursy than 
hogs. However, I am not saying it is impossible. 

COMMISSIONER MacKICHAN: There are some 
producers who think it takes other elements of risk -- 
that 1t is well worth while. 

MR, MANNING: TMiataLs. rieciu. 

COMMISSIONER MacKICHAN: Such as who judges 
Pec anamad our in the piled, 

MR. MANNING: Also, from the processors! 
point of view, you buy the actual yield carcass as 
against the possibility of an animal that has a very 
low yield in relation to its weight. 

COMMISSIONER MacKICHAN: The buyer is 
probably more experienced than the farmer who is 
selling? 

MR, WHYTE: The other thing” too, 218, 1f 
the animal is diseased --- 

COMMISSIONER MacKICHAN: That was my next 
question -- whether you have an inspected plant, and 
when they are in charge of condemning the animal in 
whole or in part, the farmer who consigns the animals 
is reimbursed: what is the situation when the packer 
buys outright? 

MR, MANNING: And owns the animal? 

COMMISSIONER MacKICHAN: Yes. 

MR. MANNING: He loses on the deal. In 
other words, the animal has to go to the tank, and it 


cannot be used for meat. 
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COMMISSIONER MacKICHAN: i wasn't so clear 
on that point, but it is another reason why I would 
think if there were not some gains by doing otherwise 
that the packer would be inclined to favour rail 
grading? 

MR. LECKIE: Of course, another basic rea- 
som Ls that cattle can be sold either for immediate 
slaughter or for further feeding, and in the cattle 
market some of the cattle some of the time go back to 
the country. If there was only a carcass settlement 
and someone wasn't there to quote a price ona live 
basis, that would introduce problems in that regard. 
When they are sold for market -- the hogs -- they are 
there for one purpose only. 

COMMISSIONER MacKICHAN: Would there be 
in ordinary conditions many animals going back to the 
farm consigned directly to the packing plant? 

MR, LECKIE: Not those consigned directly. 
They may come from the yards. There are two or three 
thousand a year possibly go back. 

COMMISSIONER MacKICHAN: Reduced to a per- 
centage basis, it would be very small? 

MR. LECKIE: Probably 15 or 20 per cent. 

MR. MANNING: I think we stated quite cor- 
rectly that the processors stand ready to buy livestoc 
in the way the producer wants to sell. He indicates 
his wish, and they will try to arrive at an arrange- 


ment to buy on his basis. 
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COMMISSIONER WALTON: I was wondering to 
what extent, if any -- I know your Meat Packing 
Council represents only those in the industry that 
deal with federally-inspected products, but does your 
Association have any comparable figure that would 
indicate the percentage of meat products that are 
handled in that way as against the smaller ones that 
aon'G? 

MR, MANNING: The Bureau of Statistics 
publishes figures which give an indication of those 
operations outside of inspected establishments, to 
make an estimate of meat consumption based on some 
plants that are not under inspection, and whether they 
can get records -- they get them from quite a sizeable 
number -- and, in addition, they make an estimate on 
the farm slaughter too. 

COMMISSIONER WALTON: IL don't have that 
figure, but I was wondering if this element -- perhaps 
it would vary across the country -- would be a factor 
in competing on price, although it is not the same 
meat they are selling, obviously, but does LG nave 
any tendency to pull down or prevent the graded meat 
from being sold at a higher price than it might nor- 
mally be? Have you any observation on that? 

MR, MANNING: Purely speculative: but I 
think our consumers are quite aware of the advisabili 

f buying inspected meats from the standpoint of thei 


protection, and in some areas they do not -- where 
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livestock is available and they are quite some distance 
from the central place of slaughter, and going back in 
an inspected form, they will still continue to have 
what we call a home slaughtered product, but, by and 
large, I think the figure is some 80 per cent of all 
our meat is inspected, and that is due to consumers'! 
wishes -- demand for the inspected product. 

COMMISSIONER WALTON: There have been some 
areas, and it has been indicated to us across the 
country, that they are not too sure they are not 
paying the top price for commercial? 

MR, LECKIE: I certainly have heard in- 
stances where in the case of some processed meats, 
like weiners and sausages, they seem to be cut-rate 
nevecs. ond. 1 think 1t hag seme, elrect on the total 
volume. They may not only be not inspected, but the 
ingredients also -- I am not casting aspersions on 
them, but you do see occasional cases where it happens. 

THE CHAIRMAN: Well, thank you, gentlemen, 
for your very helpful views. There being no more 
briefs today, the hearings will ad,ourn now until to- 
morrow morning at ten o'clock when we will receive 
the brief of La Confederation des Travailleurs 


Catholiques du Canada Inc. 


---Whereupon the hearing adjourned at 5.45 p.m. 
to resume at 10.00 a.m., Friday, November el, 1958. 
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ROYAL COMMISSION ON PRICE SPREADS 
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Proceedings before the Royal Com- 
mission on Price Spreads of Food 
Products commencing at 10.00 a.m., 
Wednesday, October 15th, 1958, at 
Montreal, Quebec. 


CHALRMAN: 

Dr. Andrew Stewart 
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COMMISSION ROYALE D'ENQUETE SUR 
LES ECARTS pr PRIX DES DENREES 
ALIMENTATRES, 
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Compte rendy de la séanees de la 
Commission Royale a'enquate sur 
les écarts de prix des denréeg 
alimentaires commencant A dix 
heures de l'avant-midi, vendredi, 


1s 21 novembre 1958, & Ottawa, 


Ontario, 


te 


PRESIDENT : 


M. Bernard Couvrette 


COMMIT SSAT RES: 
Madame Dorothy Walton 
M. Roméo Martin 
M. W. Malcoln Drummond 
M. Cleve Kida 
M. J. Howara MacKichan 


SUCRE TAIRE John A, Dawson 


SECRETATRE ADJOINT A.A. Caron 
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---La ssance debute a dix heures de l'avant-midi. 


Vendredi, 
le 21 novembre 1958. 


PREC OENT: M. Bernard Couvrette. 


dined 


Memoire 
de 


LA CONFEDERATION LES TRAVAILLEURS 
CATHOLIQUES DU CANADA. 


COMPARUTIONS: 
M. Roger Mathieu, President. 
M. Jean Marchand, Secretaire general. 


M. Gerard Pelletier, Officier des relations 
exterieures. 


M. LE PRESIDENT (M. Bernard Couvrette): Alors 
Messieurs, le Dr. Andrew Stewart, qui est le president 
de cette Commission, siege ailleurs ce matin en d'autres 
fonctions officielles, c'est ce qui me vaut 1l'honneur 
d'etre dans le fauteuil presidentiel presentement, 

Nous avens remarque que vous nous avez fait 


parvenir votre memoire en francais, et un copie 
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traduite, alors, je crois cu'il serait juste de vous 
demander dans laquelle des deux langues preferez-vous 
proceder? 

M. MARCHAND: L'une facon nous ecrivons mieuy 
le francais que l'anglais, alore nous preferons proce- 
der en francais. 

M. LE PRESIDENT: Alors, maintenant, si vous 
voulez bien proceder a la lacture de votre memoire. 

M. MARCHAND: Alors, monsieur le president, 
messieurs les membres de la Commission, madame, la 
Confederation des Travailleurs catholiques du Canada 
est heureuse de presenter son point de vue sur les 
sujets qui interessent votre Commission d'enquete. Nous 
vous remercions d'avance de l'attention que vous 
accorderez aux observations et recommandations exposees 
dans le present memoire. 

Notre organisation syndicale compte cent mille 
membres recrutes parmi les travailleurs et travailleuses 
de l'industrie, du commerce et de l'administration. De 
revenu modestes, nos membres font partie de la masse 
des consommateurs, soit du secteur de la population 
le plus affecte par les hausses de prix en general et 
particulierement par celles qui influencent le marche 
des denrees alimentaires. Vous ne serez donc pas 
etonnes de nous voir comparaitre devant votre commissio 
pour faive valoir le point de vue de nos membres. 

Le present memoire traite presque exclusive- 
ment du troisieme point de votre mandat, tel que defini 


par le Gouverneur general en Conseil, e'est-a-dire qu'i 
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dier aux ecarts de prix trop prononces. 

Notre premiere intention avait ete de 
soumettre des considerations sur chacun des quatre 
points precises dans votre mandat. Mais des consul- 
tations avec le Congres du Travail du Canada eurent 
tot fait de nous conVaincre que nos positions 
coincidaient parfaitement avec celles du CTC quant aux 
causes des ecarts de prix et a leur caractere, de meme 
quia l'insuffisance des renseignements dont nous 
disposons actuellement pour l'etude de cette question, 

C'est pourquoi nous vce lons en tout premier 
lieu appuyer sans restriction le sens et la portee du 
memoire presente a votre Commission par le C.T.C., le 
14 novembre dernier. 

Sans reprendre a nouveau une demonstration 
statistique qui conduirait fatalement a d'inutiles 
repetitions, nous voulons souligner la conclusion 
principale de ce memoire, a savoir que la hausse des 
salaires payes aux travailleurs de l'industrie des 
denrees alimentaires ne saurait en aucune facon etre 
tenue pour la cause des ecarts de prix dans ce secteur 
de l'economie. 

De meme, l'absence des statistiques adequates 
qui permettraient d'analyser a fond le facteur profit 
nous parait meriter l'attention souteneu de votre 
Comission. Nous souhaitons que cette carence grave 
fasse l'objet d'une recommandation de votre part. 
Quant au second point de votre mandat, il est 


indeniable qu'il s'est produit une multitude d'abus, 
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au Canada, cans le domaine des prix. Deas commissions 
dtanquete eouvernementales en ont dépist4é un certain 
nombre :t le public reste convaincu qu'il s'en est 
commis bien d'tautres. 

Les hausses injustifiées ce prix, les limi- 
tations arbitraires de la production, la concurrence 
effrénée sont autant dtabus qui conduisent a l'anarchie 
économique et a la destruction du régime de la libre 
entreprise. Non seulement ces abus ne doivent-ils pas 
s¢ commettre,mais le peuple doit étre convaincu qu'ils 
ne se commettent vas et doit cisposer des moyens néces- 


Saires pour le vérifier. 


Ce qui inquiste le plus le consommateur cana- 


Peut-on sten remettre au libre jeu ce la 
Goncurrence dans la fixation des prix? <'11.y a des 
abus, comment, a ltintérieur du résime de la libre 
entreprises exerc2r un controle ou une survei’lance 
efficace qui sauvercardera les intérets supérieurs de la 
nation? 

Het JT. O00 «ast dioniniom aus 1a lime 
concurrence ne saurait servir de norme réculatrice 4 
la vie économique. 

Depuis dix ans, l'on peut affirmer que la 
concurrence fut un facteur seccendaire et souvent 
négligeable dans la fixation des prix a cause du 
caractsre quasi-illimité des mavchés dont a joui 
l'industvie canadienne. I1 est vrai que aGurant la 


période de cuerre (1941-46) la Commission des prix a 
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exercé un controle assez rigide su 


nee] 
D 
2 


activités 
économiques de la nation, mais depuis wtfelle fut 
abolie, aucun frein n'est venu ralentir la ma~che 
ascencante des prix, qui stest traduite par un acerois- 
sement du colt de la vie et des profits. 

Mais est-ce que dans une économie de paix 
normale le principe de 1a libre concurrence ne contient 
pas, Gans de just-*s limites, la courbe des prix? 

La C...0.C. est d'topinion que non, car un 
&-and nombre d'tindustries et de services essentiels ne 
Sont pas touchés nar le jeu de la concurrence. 

3i nous Gemandons au Gouvernement de remettre 
en vicueur le controle des prix, on nous répondra sans 


A . Aa ‘e ~ 
coute que ce controle doit etre accompagné du controle 


longuement ce prohl4sme 
et elle a trouvé une fomule cui offre une solution de 
juste milieu entre le controle étatioue des prix et la 
liberté absolue des producteurs et distributeurs de 
biens. 

Nous nous contenterons de conner ici les 
@randes Llirnes et le principe de notre suggestion. 

Tout. ¢tabord, puisque l'on comprend que la 
politique d@-s prix doit eéatr> reliée a la politique 


dans 


4) 


des galairss, examinons un instant ce qui se pass 
es dernicr domaine. 

Il est évident que 196s salariés canadiens 
ne sont pas libres de fixer Jeurs salaires suivant leur 
caprice. Ils subissent le controle de leur employeur 


Gont Ltattitude est conditionnée var des facteurs 


: eo «eS J 
eee FEC ve. ee Oe By ig* S475 e Balipas Ci ‘ ye 
Re ee ee - 
Bia F 2 Pe” | ik 4 


_ ; arate ee eT aad 
; vine lor. a her, dled pet); aoe ita : 


rae 
« ~~ . “ = A 
~ . * a ‘ 


ae i aU eRe nites. orale tepr aes + feb Wenbosge 


Lic 2 tsar ea 4 | ‘at ai sag ut rg 


ek At | 
Sr b Drs 
; : : a OLE : ee 
P ie 3 9m 9a) Supe Beers iv 
5 5 fas ces Ge 
OE ate n : EP sod 
' e™ Pa ; %. ann 
, BS SOR. Off se... ost De Sh ae tens I ¢ 
te Hg hia S ; 
a CoG es. J ; P 


. =f{ = ‘ fe 
_ avs ‘ sv = > CF pd | 
; . ® * “4 a, 
rid 7 . Le a! es 
ee i ae es) 
4 4 ‘ A at F owe re ¢ Be bp » * “i 
, : =the - nw fos a mn 
i as. eS, wet Bae eae Nr es, a 
= Cae Lisi ed Ac 
at =" ; ee 
lee > ors a 
ree rn ei lott mt? OF Bo ove ia ony | ’ 
*4 , 6 RE SY a _ sd a iy 
‘ ae CEES — : 
% Gae i 
| ict ES 
we cl 
i , re b& ¥ 7% peace: ee AT. eee o* ; * 
“3 a pays) RP Bee es * 
on al ~~ = Cts 
<= - so a : y r 
Dai 3 2 - . erik 
ost ~~ 5 
i- Fe ’ pcos gee Som aki sk - (e= 
' ; eet per eit at Bears 
Cas in _ 
ES ea a 1 
r Se a ee 
3h Se oe te & et fat « t 
= - ee a » 


=> © - ® ea S 4 4 7 
| . Pe AL gles . + 
Po no heal - : Aad 
cia 5 id 
~~ - - * : ny ee “4 
su te ‘ 3 
2 = Es ‘ it 
why rey : Det aly = - ; 
= ¥ ~ a z . 
; a pe, Vag * on ‘ 
yr ie. Si xe aa eee ; 
: creda o Tj : 
x ; a ie ry . ad 
; etn. ; fy co) ae te : AM 
. eee >, om a % 
j 7 os ee be 
ok) See hr sees 
i oe 
| 
is 
. e _ 
} _- f i. rr yf mate ee rare? a: y w dy 
. a a . 
{ geen 4 RY: ~ 
= Fe ee 
ie Me > - a 
—— = 7 a ae 
} ‘ ya ie - r= Sag et I 
ae a vt Son” ie be 
as Le Pe me . 
i 4 pines S : 
Ei + if let cep we) Gi : 
. 5 ‘ 2.57 
: 
} ne fr tT . 
>} “ é neem) 
a “’ Can 
‘ 4 4 “= - « 
t "4 G - ee oe Dei oe | = t Toe 24 
=, 2s —* 
apts. F eas 
iS: 2 2B os 
7 aa 2 ing y wow ty Ohana BS Oe Aig Pe 
F- ; A See ple * 


de 
Bi) 
s 
‘ 


j _ t oe Kee i » a 
« _ s he ak sree 7 
PO res he : ind Tt BRD Fi ‘2 
a eS ee oo * ay 
, = “5 
ar ae 
ja* mi 0.F : ° at *, sara gh £* cl 
ind FS) y = Se are h tar WE hi te ies ¢ 
7 - bs < ’ eae, ws 
i s toe 7 baad 
Ladd © 0 ie - » - < . 


ea rade bea n, 


4810 


s 

< 
ANGUS, STONEHOUSE & CO, LTD. 

TORONTO, ONTARIO 


économiques, tels que le marché de la main-d'oeuvre, le 
cout de revient, les profits, etc. Jusqu'a ce point 
l'on peut dire que les salariés sont soumis aux lois 


économiques ordinaires, 
Mais 1'tat s'est apercu depuis longtemps 


ALLER 


ee: 


(| 


sed 2 
etre exereée sur 


‘une cer Surveillance devait 
les salariés dans leur recherche étun plus grand bien- 
etre. Ila constaté, pam exemple, aque ¢es recours trop 
fréquents 4 la grave pouvaient compromettre le bien 
ce la société. Aussi stest-il empressé de ras- 

Il a exigé 


commun 
. 4 5 a & 
treindre l'exercice du droit de greve. 


que les salariés soumettent leur différend A des tribu- 
naux ctarbitrage ou de conciliation qui font des recom- 


mandations sur le bien-fondé ce leurs réclamations. Par 


et exsres uns pression dans un 


a 


ce truchement, l'opinion publique se renseigne sur les 
eee} 


~ e 4 
problemes des salarié 


Sens ou dans ltautre. 
La C.'..C.C. est dtopinion due cette surveil- 
devrait 


lance exercée sur les 
é8alement stre exereée sur les producteurs de biens et 
les distributeurs ce servicas. Pourduoi, par exemple, 
ne Seraient-ils pas soumis ceux aussi a l'obligation de 

demandes dtaugmentation 


fon) 
aa 


| 
7 @ 


Soumettre 4 un tribunal leur 
Le public a autant d'intéret dans la fixation 


4 


de prix? 
dé 


prix qus can3 la termination des salaire 


CQ 

° 
(Ct) 
e 


des 
1D al) PRI: Da Saye Pega e' 


GE 


PROI™T Dt APBITRA 
Couvernement fédéral 


La C.7.C.C. demande au 
dtinstituer, par voie 


et aux Gouvernements provinciaux 
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de législation appropriée, des tribunaux d'arbitrage dss 


prix qui auraient une double fonction: 


a) juger des motifs invoqués var les producteurs 
primaires ou par ltindustric de base du pays ou 
encore par les distributeurs des produits et 
services essentiels A la nation, a ltappui des 
hausses de prix sollicitées et faire connaitre au 


public les hausses qui ne sont pas justifiées. 


b) enquéter dans tout secteur de la vie économique afin 
Ge dépister les abus deans le domaine des prix 4t 
de les dénoncer publicuement, de meme que dans le 
domaine de 1a structure financiers des entreprises 
en autant cue cette structure peut influencer les 


prix 


MODE DtETAPT i JsEMENT 


er ee 


Le Gouvernement fédéral et les Gouvermements 
provinciaux devraient s'entendre sur les principss et 


les principales dispositions de cette législation. 
FORMATION 


Nous suggérons que les provinces et le 
fédéral aient leurs propres tribunaux respectifs qu'tils 
adninistreraient séparément, suivant les lignes de 
juridiction qui leur sont propres et qu'ils s'entendent 
sur la formation d'un tribunal national d'appe!’ qui 
pourrait jouer le role de tribunal de premiere instance 
dang le cas des entreprises de producteurs ou distri- 
buteurs tombant normalement sous Ja juridiction fédéra- 
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POUVOIRS 
a) Tous les producteurs primaires ou de base 


(v.gé. : ceux appartenant 4 l'industrie textile, 
du combustible, de l'éloctricité, de l'tacier, 

de l'’alimentation, de l'srploitation forestiére, 
des produits chimiques, des métaux, des mines, 
etc.) et 1s3 distributeurs de services essentiels 
& la nation (v.c. Chomins de fer, compagnies de 
navigation, de téléphone, de télésraphe, -te., a 
l'exception de ceux tombant sou une régie provin- 
cliale ou fédé~ale) avant de hausser le prix de leurs 
produits ou services, devront soumettre au tribunal 
d'arbitrage des prix qui aura juridiction, une 


requete incicuant les raisons motivant leur demande. 


Les tribunaux dtarbitrage auront tous 19s pouvoirs 
conférés aux commissions royales dtenquete. 

Aucun producteur tombant dans le champ ¢tapplication 
de la loi ne pourra augmenter ses prix avant qu'un 
mois se soit écoulé depuis 1a publication ¢¢ la 


recommandation du tribunal d'tarbitrage. 


3i les motifs invoqués par le producteur ou dis- 
tributeur ne sont pas jugés satisfaisants par le 
tribunal, ce dermier rendra publiques les raisons 
de ga décision, 4 moins cue 1+ requérant ne retire 


Son application. 


Le requérant aui désire hausser ses prix devra 


fournir au tribunal toutes les informations sur 
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son histoire ou situation financiére, marchés, cout 
do revient, etc., mais ces informations demeureront 
confidentiell-s a moins que ledit requérant ne 
décide dtaugmenter ses prix maleré la recommandation 


du tribunal. 


4.- “oute association ~-*connue 7t revrésentativs pourra 


denender atstre esntendus va~ le tribunal ou lui 


> a 
adresser une demandes dtfenguete. 


5.- Le commerce de détail devra etre formellement exclu 
du champ dtapplication de 1a loi, en ce qui a trsit 
A ltobligation ¢e pyrésenter une ~equete avant de 
hausser le prix des produits. fToutefois, il pourra 


faire ltobjet d'uns enauete. 


6.- Sont exclues également ltagriculture et les 


coopératives. 
COMPOSITION 


Les tribumaux dtarbitrage des prix pourraient 
étre compo3és d'un ou des représentants: 

a) des producteurs, 

b) des associations ouvriéras, 

c) des coopératives, 

ad) des industrials, 


e) du gouvernement. 


Ces représentants seraient nommés par le 
rouvernement sur 1a recommandation des organisations 


ci-haut mentionné2s et pourraient étre remplacés de 1a 
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~ a 
meme maniere. 


FICO MANLATION 


La C.°.C.C. recommande donc que les distri- 
buteurs de services et les producteurs de biens essen- 
tiels A la nation soient soumis a des tribunaux d'tar- 
bitrage des prix qui se distineueraient de trois facons 


de ltancienne Commission des prix : 


a) Par leur composition: 

Ils devraient etre formés sur une base 
représentative (industriels, consommateuns, 
syndicats ouvriers, gouvernenents) ; 

b) par leur mode d'établissement. 

Les tribunaux dtarbitrage devraient atre 
eréés par voie de 1législation concurrent 
fédérale-provinciale ; 

ec) par leurs pouvoirs. 

Les tribunaux dtarbitrage des prix n'au- 
raient ques le pouvoir de faire des 
recommanéations et dtenquéter. 

La C.7.C.C. croit que ltapplication de catte 
formule aura pour effet de développer la conscience de 
masses sur le plan économique st, can3 une démocratie, 
cette conscience, dtot nait un> opinion publique 
éclairée, constitue le meilleur gardien du bien commun 
Lo3 tribunaux dtarbitrare des ovrix formeraient une 
espece de cerveau de 1a vie économique et ltempeche= 
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raient de gubir les déviations que nous avons a déplorer 
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M. Le PRESIDENT: Merci, monsi-ur Marchand, 


out dtabord, je dois vous dina que nous avons recu 


e memoirs il y a deux jours a peine, jo crois. 7t, 
omm= vous le dites 4 un certain sndroit, ctest un 
émoire que vous avez étudié loncuement et qui contient 
os rocommandations. 

s10rS, je crois que nous pou~rons compter un 

eu sur votre indulctence lors des cuestions due nous 
ous pos*rons °n vous parlant de votre mémoive, des 
questions qui vounrraient 4tre yearfois plus ou moins 
réfléchies. 

Il y a un autre point ce vue que jtaimerais 
faire ressortir. Nous sn sommes au 276 mémoire devuis 
mereredi derni-r et je puis vous dire pour ma part aque 
j'ai lu votre mémoire entre minuit et une heure eatte 
nuit et, si nuit porte conseil, eh bien, nous verrona. 

Maintenant, si les ouc3tions sont vosées an 
anglais, est-ce que vous préférez rénonérse en anglais 
ou en francais? 

M. MARCHAND: On pourrait essayer de répondre 
en anglais, ltun ou ltautre. Il y a peut-éetre quelaue- 
chose, monsieur le présicent, si vous voulez, je me suis 
apercu en lisant le texte anglais cue nous employons la 
méme expression “arbitration of prices as proposed by 
the CCCL". Alors, “arbitration™ en anglais, a un sens 
différent de arbitrage en francais, cto3t-a-dire ove 
arbitrage en francais ne conduit nullement a des conclum 
Sions qui lient les parties. “@nfin, nous disons que 


Cfest un language qui a été un peu emprunté a la 
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législation ouvriére de la provine= de 2uébec. Nous 
avons traduit en anglais, tandis que “arbitration” en 
anglais means compulsory, that means that they decide, 
you know, it's arbitration. I mean, I have to unéer- 
line that to you, but it's not the idea to have a Board 
of arbitration that will decide definitely and will 
bind the parties. 


M. 12 PVESIDENT: Je crois, monsieur Marehand, 


{le 


Si vous me le permettez, nous aurons les questions qu 
pourront étre posées pour interpréter le sens renéu 
par la traduction; 4 moins que vous ayez dtautres 
remarques a faire, on devrait les mettre de coté parce 
Gue vous trouverez toujours des divergences possibles 
dans l'interpretation, lesaquelles résultent de la 
traduction. Ctest pourquoi je vous demandais si vous 
vouliez adopter la version francais ou la version 
anglaise, 

M. MARCHAND: si j'ta*? fait cette observation 
ctest parce aque celle-1a est fondamentale, c'est 
1ltessence méme du systeme D7™OpOosé. 

M. L@ PRESIDENT: Ce qui peut fort bien nous 
amener & vous poser des questions quant a la treduc- 
tion qui aura été apportée. 

Permettez-moi une question préliminaire. 
Ctest une recommandation dont 1° but serait la réponse 
a toutes les difficultés, ce sont les termes mames de 
votre mémoire, ntest-ce pas? 


M. MARCHAND: Ce ntest peut-étre pas affirmé 


aussi catégoriquement que cela. 
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M. LE PRESIDENT: Vous avez trouvé une 
formule, vous offrez une Solution, un juste milisu, mais 
enfin, cela doit étre une Solution, si la vertu réside 
au milieu, cela doit stre ume Solution idéale; est-ce 
que vous ltavez déja présentée, ou sst-ce la premisre 
foils que vous la présentez? 

M. MARCHAND: Ctest-a-dire, ctest uns formule 
quia déja été adoptée par nos congres, déja rendue 
publique et qui a été tout A fait développée dtuns 
fagon corme vous l'avez, aussi strictement comme vous 
avez 1a. Je ne crois pag qu'elle ait été présentée. 

M. L= PSESIDENT: Alors, on peut s'texcuser 
d'en etre ignorant. 

M. MARCHAND: Non pas a partir @'aujourd'thui 
mais apres aujourd'hui! 

COMMISSIONS? DRUMMOND: As I understand your 
brief, your general thesis is that, because of certain 
definite limitations of uses or malwork, - shall we say,- 
of free competition, you feel that we Simply cannot 


any longer rely upon free competition to establish 
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a substitute for it, you are 
thinking of suggesting this fornula which ig the use 
Of price arbitration boards, is thet correct? 

M?. MARCHAND: Well, it's corract to a certain 
extent, it's not, formally speaking, it's not a gubs- 
titute to free cor petition, because free competition 
Will exist even if you have this scheme adopt3d, but 
it is something that is going to help free competition, 


because we will know the reason why the prices are 
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increased, but it's not a substitute, 

COMMISSIONS? DRUMMOND: Not a substitute. 

I notice that, of course, this would not apply to either 
the retail trade or agriculture, is that correct? 

MY. MARCHAND: Yes. 

COMMIT 33I0N2R DRUMMOND: Now, what would be the 
reason for excluding those, would it be because it 
Simply wouldn't work? 

MP. MARCHAND: Well, it might be a reason, 
but, I mean, the reason isthat we feel that, as long as 
the farmers are concerned, or the retail trade, competi- 


tion plays all right in those fields and there ; no 


ive 


danger of economic concentration as there ig in some 
other fields, you know. 

CO. MIssION=? DPUMMOND: I ses, because of the 
fact, so to speak, that you suggest the use of those 
Boards would be to record information which.would he 
Supplied as confidential, but only on the cmdition that 
those wo supplied it, adovted the recommendations of 
the Boards, is that correct? 

M2. MARCHAND: Yes. 

COMMISSIONSR DRUMMOND: You feel that that 
Would be quite effective. 

MR. MARCHAND: Well, it's surely some kind 
of pressure; we want them to be free, but not too much, 
probably this is why we put that there. 

COMMISSIONS? DOUMMOND: There is one point, 
where you, on page 21 guess it is, where you talk 


about, in the tnglish translation you use the words 
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"unjustified price increases, arbitrary limitations of 
production and unrestrained and unrestricted competition, 
all are so many abuses..." 

I wasn't quite clear as to the meaning of the last onas, 
"unrestrained and unrestricted competition", whether you 
thought it was too much competition and you were having 
foo much competition or havine too. little. 

MY’. MARCHAND: Well, it's because we firmly 
believe that competition, in the Jong run, dastroys 
itself and leads to sconomic concentration and absolute 
disappearance of competition in itself. This is why we 
believe it's abusive. 

COMMISSIONS? DRUMMOND : ‘You feel thet the 
development has gone to the point now, in certain spheres 
Where competition as we once knew it, is virtually non 


existent? 


COMMISSION=R DRUMMOND: It really killed 
itself? 

MR, MARCHAND: Oh yas. 

GOMMIILSSIONGR DRUMMOND: You quite rely on the 
way you propose to give the results it is supposed to 


supply? 


COMMISSIONSR DRUMMOND: I think that's all, 
thank you. 

COMMISSIONGR KIDD: I just think maybe I 
misunderstood your answer in regard to the fact that 


you didn't includes retail and agriculture. 
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MR. MARCHAND: We didn't include retail ana 
agriculture, no. 
COMMISSIONS? KIDD: Why ig that? 


MY. MA°CHAND: It's beacause we feel hac, 10 


those fields, competition regulates the prices prenty 
well, 

COMMISSION™? KIDD: In the retailing of all 
commodities? 

Me, MAPCHAND: Well, generally, day we feal 
that the prezent system is equitable. 

COMMISSTON™? KIDD: And does this apply to 
food commodities? 

Mv. MARCHAND: It does apply to food commodi- 
ores, DuL I think that this field must be — well, there 
must be some inquiries in those fields if there are some 
abuses. 

COMMISSIONS? KIDD: Well, I want to get your 


expression of opinion on that, becauss we have had quite 


[He 


a bit, I shall not say of evidence both ways, from 
various groups, there have been numerous people who came 
10 Say there ig almost a comvlote laok of 
competition and that leads to excess of every kind. And, 
On the other hand, we have people who cams in to tay we 
have the ultimats competition. 30, I want to gee where 
your viewpoint falls in that regard. 

Mi?. MARCHAND: Well, maybe you're right in a 
Sector where competition no longer exists. Well, I thin 


ray 
= 1 


be inquired into, and, if ever we feel 
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it must be put under the jurisdiction of the gen-ral 
arbitration scheme; well, let's do it at that time. 

COMMISSIONS? KIDD: I am not Sayine that 
you're right, and I am not saying that you are wrong. 

MR. MARCHAND: No, no. 

COMMI23sIONGR KIDD: I am just placing a 
Question that was raised to ug. 

MY. MAPCHAND: But it was the general idea 
in our brief that the retail trade and the farms, the 
farmers, should be excluded and the co-operatives, 
generally, in those fields, that 
free competition can take care of the prices. 

COMMISSIONS? DPLMAOND: Am I right, Mr. 
Marchand, in concluding, in your last paragraph, T think, 
you suggest there that this formula of price determina- 
tion, if it was used, that while it was being used, it 
Would actually bs a basis of aecucating the people and, 
in time, would result in a more enlightened public 
opinion? 

M,.MAPCRAND: Yeq.. 

COMMISJION7? DRUMMOND: And, when thet public 
became snlightened, then that would virtually solve 
the problem. 


M2. MARCHAND: Well, it would help, was our 


COMASSTONT? DPUMMOND Dors this sugesst 
to vou a long vevod cf use of this formula; the method 


uld not have to be permanent, that it would only have 


to be used until such time: that the public would become 
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enlightened? 
Mi. MARCHAND: No, we consider it a permanent 


formula. Well, you know, where we have done that, from 


our experience in the labour field; takes, for example, 
the railway disputes of which there is talk about right 
now, because the public has somsathing to do, because 
we ave informed and we are informed of thege consulta- 
tion boards which study the case, there might be a 
better solution that will ~esult. 

COMMISSLON™? DP-UMMCND: You feel that public 
opinion shovld be informed? 

Nee OMA PCHAND:.©° Vas, thats salen. 

COMI .3STON™? KIDD: This is really the “measu- 
carom Ol. PRuceis's 

M>?. MA°CHAND: It's more amessuration than 
arbitration; this is why, at the beginning, I said the 
tranglation of tne word “arbitration"™ in English is not 
correct, 7 think we will have to find something else. 

M°. PELLETIER: The use of arbitration means 
that a decision of the Board will bind the partiscs. 

M?. MATHI@U: By definition, if you have 
something arbitrated, it's definitely decided by ths 
Board; in French, it's not necessarily that, we have 
to orde~. Arbitration Boards' decisions will be bindin 
on the parties. 

COMMISSIONT? KIDD: We ara going back fifty 


years, this was the reason for which conciliation of 


es & 


a 


is 
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COMMISSION WALTON: As it implies with our 


P| 


Commission, we are dealing in foods, which would be 
b =| : 


U 


agriculture and fisheries, these would be excluded, so 
it would be the in betwesn sector. What about the 
processors, had you followed through the thought of a 
new plant deciding to make something slse; this would 
be their cost, if they knew there was such a Roard,they 
would start higher at the beginning, then they wouldn't 
have to ask for the increase. 

M-. MARCFAND: What do you mean, pvior to the 
implementation of this scheme? 

COMMISSICN “ALTON: Or in other fields, what 
effect wovld it have with new producers of automobiles, 
new manufacturers comings in, would teiz? maan then, this 
Board, perhaps in order to make the in between field, 
workers would have to have a greater power, then it 
Might wind up acmebody could snter that field - would 
you think that would be good? 

M>. MAPCHAND: Well, I think in the place of 
a new product, if I understand, I get you well, they 
would have to submit their prices of the cars either 


° 


to the price boards or the arbitration boards just to 
explain why the vrices are fixed at such a level and 
they can determine it at this level after that, but 


we will know where we start from and why it was 


a 
— 
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D 
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COMMISSTON™? WALTON: This was supposed only 
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and the prices, they have a risk capital, they do't 


knov whether the public will go to buy their Producis,; 
it might be a nev automobile, they micht have something 
to sell, this is not food, but what about loss? 

MY’. MA°CHAND: You know, generally, they ars 
free to fix the prices they want for their product, they 
only have to explain to the Board why it is determined 
thet way, why they have detormined that, but they ara 
free, and it's not compulsory. This is why I don't gee, 
of course, there are impondsrable factors, of course, 
but I don't thinl: that a Board likes that can evaluate 
that, but on the long run I thini it's healthy to-day 
to explain to the public, through such a scheme, through 
Suck a Board, why they acted in such a way in their i eae le 
policy. If it was compulsory, I would feel, the way I 


feel it's not sufficient, we wouldn't >now what we are 


COMMISSIONS? WALTON? It's going to be for 4 
little while until it becomes permanent? 

MM MASCHAND: Yas. 

M. LL PRESIDENT: Est-ce que, je ne crois pas 
Que la concurrence a cst effet quand elle sxiste? 


M. MARCHAND: Quand elle existe. 


Or 


M. 1% PRESIDENT: Vous ditess un moment donné 
qus 


"la C.7.C.C. est d'opinion que la libre 


or 
| 
pe) 


concurrence ne saurait sorvir de norme régulatrice 


vie économique.” 
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O'oat ola page 2. 

M. MATHISU: Nous devrions dire plutot “1tuni- 
que norme régulatrics”, puisque ctest ce que nous avons 
a ltasprit. 

TH CHAIRMAN: Well, on page 2, there is a 
correction, I wonder if it's in the same place, in the 


first paragraph on free competition it says “cannot 


serve as the one and only norm to regulate the country's 
economic life”, in Mr. Mathieu's opinion. 
Aors, oscil revient un pet a dire que si 
la libre concurrsnce joue vraiment gon jeu, je crois 
que la réponse que vous avez donnée n'est pas trop mal. 
M. MAPCHAND: Oui, théoriquement ctest vrai 
ee que vous dites, seulement, en fait, ce n'est pags vrai; 
Quiconque regards un pseu la vie économigue du Canada, 
fort J'industrie de Ltacier, de L'aluminiums, de 
i*automobile, 1963 seuls produits chimiques, le papiar, 
G'ast bien sur que ce plan existe, ca nlan de la libve- 
concurrence, seulement on a affaire a un systema, on a 
essayé de le rendre le vlus profitable possible. 


COMMISSION” WALTON: Two other observations. 
This would be quits involved, this would be an all 
embracing one, covering all the industries, all the 
basic industries, transportation, manufacturing, avery- 
thing. Well, I was just wondering, you wouldn't have to 
have the whole get up for each industrias of this type, 
because, how would you control it, I mean it might be 


very unwieldy and might be mora costly, mores costly 


than mistakes in the acministration. 
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M2. MARCHAND: Well, you have it for wages 


© 


inva. iieles and it is not, well, it is vcostly,* but 


we aisume that it costs less than not to have them. 

M. 1% PRESIDENT: Mais, monsisuy Marchand, 
$i vous me 1s vermettez, madame Walton mentionnait le 
domaine alimentaire ce gui veut dire environ 10,000 
produrta, niest-ce pas, et le prix n*est pas fixe sur 
une norme unigus pour les 10,000 produits, chaque 
produit offre une variété de prix ot de profit, et de 
cout, n'ast-ce pas, dans son colt actuel que dans Je 
cout au consommateur, alors c'sst 1A la difficulté et 
nous arrivons avec une répons> presque incommensurable. 

M. MARCHAND: Ctest parce oue ces difficultés 
sont réelles, seulement quand vous regardez lexpéri- 
ence que nous vivons dans la multitude das ‘ndustries 
oU nous sommes, qu'il y a des arbitrages cans touts 


Gas industries, pour tous les métiers ot toutes les 


occupations, 3an3 douts vous en avez d4ja, qu'il 
stagisse de tribunaux d'arbitrags ou autres, et cala 
pour diverses entreprises, cteit complexe comme d'autres 
le seraient. aussi. 

M. L% PRESIDENT: si vous me 19 parmettez, 
il faut stentend se 3ur ouelque chose. Ctast que, dans 
les métiers, tout de meme si vous réglez le cas des 
galairas ot. 1l'4tat des ouvriers, 3t des relations entre 
patrons et ouvriers dans un domaine donné, soit disons 
dams le Gomaine alimentaire, ctest simplement la mame 


chose, en catégorisant on cing ou dix différents 


A 
fons remplies, mais pas mal Ja mame 
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chose pour 40 ou 50,000 ouvriers dans un secteur donné 
et qui peuvent tomber sous une tells entent-, mais, 
dens jl*alimentaticn les prix varient parfois pour 
10,000 items, 2t comment exvliquer 1s changement a-¢ 
pvix gui est une affaire quotidisnn: dss marchés, ab3o- 
lument dtordre gquotidien, et non seulement quotidien, 
etest aussi a l'heure et le prix n'tast pas le meme a 
huit heures qu'il pourrait L'etre 4 deux heures de 
ltapres-midi; les pens achStent d-s animaux de la ferme 
et il y a différents moysns d'établir les prix, on peut 
considérer de procéder par ventes a l'enchere et le 
prix varie peut-stre de $80 pour une aquantit4, a dix 

ou vingt-deux et cinauante, et a onze heures a dix-neuf 
et trente; ca marche comme cela. Je comprancs qu'il 

y aurait moyen de classifier un peu, mais c'est comme 
cela, & pel pres, dans 1e3 10,000 produits. % théoric, 
c'ast bien, au voint de vue pratique, vous avez quelque 


a 


chose a faire 6t je pense bien que Gast la La 
raison pour la question de Mme Walton. 

M. MARCHAND: Oui, je comprends les diffi- 
cultés comme il y en a chez nous des difficultés, seule 
ment, je pense qu'un tribunal preandrait fatalement une 
certaine expéricence pour établir des marges pour bien 
faire la rencontre avrc ca qua vous appelez la 
fluctuaticn journaliére dans leg cents ¢fin de savoir 
quteit-ce gus va devenir le prix du beurre, seulement, 
ca peut se faire can; cartaingsslimites raisonnables 


et, a un moment donné, si ca dépas3e calla, il faudra se 
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demander la cause artificiel’s de l'augmentation des 
prix. On pourrait développer une technique qui per- 
mettrait de dépister ces choses-la, tovt ce qui, Gens 
je jeu normal de la concurrencs, pu:3ss atre un moyen 
dans l'établissement du systaéme oue l'on soumet. 

COMMISSIONS? D?PUMMOND: I am not sure I meant 
the game question as the Chairman, 1 think perhaps Mrs. 
Walton's quastion suggests this thought to me, that when 
you use arbitration methods in determining any price, 
naturally, you do not expect that that price wil’? have 
to change too often, you can't go to the time and troubl 
and expense of arbitrating any price if you're’ going to 
change it very very often or very soon again. I am 
Wondering whether, perhaps one of the real difficulties 
in the use of this method would appear to be when you 
got to the retail man, it seems to me thet perhaps it 
would bs the retail price of food product3 thet might 
have to be changed most regulerly and that would involve 
a great deal of work and trouble on the part of the 
Boards; what would you think of that? 
M>. MA°CHAND: Well, you mean the retail pricas? 

COLMDTJIGSION=? D°-UMMOND: Yes, you have exclude 
them, now you think you would come to that? 
MR. MARCHAND: Oh yes, if it's excluded, of 
Course, what's your ida? 

COMMISSIONS” D?PUMMOND: If it beeomes 
nece;sary later to use this to cover the retail end 
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MR. MARCHAND: No, of course we don't fancy 
that, but we just excluded it for the reason I mentionad 
at the beginning. 

COMMISSIONS? DRUMMOND: Yas, would this 
reason be an additional one to exclude it, the fact it 
would be unwieldy, more costly, you would have to change 
the price more often? 

MN. MARCEAND: Well, it is a reason, I don't 
know if it would be workable to extend that to the 
retail trade, and we still feel that competition is a 
00d. reason in that. price field. 

M. LU PRESIDENT: Voici, a tout événement, 


crois auton peut s'entendre au moins sur le principe 


te 
oO 


Suivant: s'il a été facile a déterminer au préalable 
Que un tel mode cotitercit plus cher, et disons au 
consommateur, parce que, sormes toute, le Gouvernement 
etest le consommateur en définitive, coutait plus cher 
que ltamélioration qui pourrait se produire dans le 
prix des aliments, geriez-vou3, A ce moment, en faveur 
qu'on adopte le mode? 

M. MAPCPFAND: Bien, voici 14 vovi mtamenez 
a juger un gysteme beaucoup plus vaste. 

M. L™ PRasIDANT: Je ne vous demande pas de 
le juger, je vou; demands une question directe. 

M. MARCHAND: Oui, je vais répondre directe- 
nent; comme vous ltavez constaté, 13 systeme stétend a 
1l'industris, st nous autres, nous considérons, dans 


4 2 5 S4 > Wana a 
l'ensemble, qu'il faut pvrotéger la sociéte. Tous allaz 


prendre des sectaurs ou cela n'ast pas tellement 
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mpliqué et, si au lieu du.cout ordinairs l'on veut 
° 4 ° “ ° 
endre 1/2c.:1a livre de plus, bien quand meme il y a 


arbitrage des prix pour toute l'industrie des aliments 


* ° 6S , 
cela ne nous apparait pas particulierement onéreuy; 
° . ° s . \ ee bees “ 
eo s?) Cele. S'applidue @ Un produiG. chimique ou a 


© 2 ° ° es) 
i*industrie du papier, aqui ntest plus a $10 la tonne, 


oo 


a ’ 
cela demande une multitude dtenaquetes st cela démontre 


° ° , 5 LS 
Wie Lois arrive dans un secteur ou c’est un peu plus 
compliqué, comme 1s 3ecteur ds ltalimentation, seulement 


S ba} 


si on pvend le systeme dans l'ensemble, je suis 


Cte 


Gonvaincu qutil va etre tras économique pour l'ensemble 

de la nation et protégera tras bien les gecteurs, 

seulement je ne veux pas vous donner le prix par sacteur. 
M. L& PRESIDENT: Ma question est basée sur 


une hypothese;: 


si ctétait détorminé a ltavance de facon vraiment 
indiscutable, que cela dusse couter plus cher que le 
systems actuel de la concurrence, seriez—-vous favora-= 
ble ou non? 

M. MAPCHAND: Oui, c'est parce quaes. 

M. L@ RESIDENT: Je comprends que ce n'est 
pas facile d= déterminer d'tavance et que vous avez 
Vos doutes sur cette opinion, mais, pronons 1L'thypothasé 
quand on marche en vertu d'une hypothsse, il faut 
rester sur ce terrain-14. 


M. MARCHAND: Ovi, vous mtamenez au point 
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de départ de l'hypothese, et on ne pourrait pas ne 
plus songer a cela, mais nous songeons surtout 4 
l'augmentation artificiells des prix par des gens qui 
controlent le marché et cs sont ces gens aque l'on veut 
atteindre. Ce ne sont pas tellement les gens qui 
Soumettraient aux lois ordinaires des marchés ou des 
prix, mais ca sont ceux gui augmentent les prix pour 

des raisons artificielles st qui controlent le marché, 
alors, si on peut las atteindre, cela va couter meill-ur 
marché nour le systeme de prix que nous préconisons. 

M. LS PRSSIDENT: Est-ce gue l'on peut 


conclure que cela couterait tres char? 


M. MARCHAND: sSi vous nous établissez la 
preuve comptable oue cela colte plus cher, cstt> preuve 
nécessairament se relierait A un certain nombre de cas 
particuliers at, encore 1a, nous ne serions pas d'accord 
parce aque on n'aurait pas tous 1*3 cas possibles devant 
nous, parce que, pour une pé~iode de l'annés, pour un 
cortain nombre de cas cela ne pourrait étre vrai, mais, 
p7enez sur une longue période, ce sera peut-etre vrai 
et 1a nous ne sgerions pas dtaccord mame pour, la 
période couverts. 

M. L& PRESIDENT: Alors, 3n mettent tout dans 
le doute et ou'til serait démontré clairement que c'est 
un risque = je comprencs bien que ctaxt hypothétique,... 

M. PSLLETIER: En somm?, vous nou3 demandez 
que, 3i vous ste3 convaincus que votre systeme 2st 
uvais, sst-ce gue vous trouveriez que l'on peut 


l'appliquer; a cela on peut répondre, non. 
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Just one more on 


composition; if we are going to have these Boards, 


J ses there must be a thousand of them, I think there 
Should bo a consumer on thers, because she would know 
as much about some phase of the business. 

MR. MARCHAND: Which page are you referring to? 

COMMISSIONS? WALTON: Page 6, your composition 
you have a) producer, 

b) labour organizations, 

c) co-operatives, 

ad) industry, and 

e) the government, and I would put 

f) cosumer, as a suggestion. 


Me. PULLETIER: With pleasures 


MR. MARCHAND: Mrs. Walton, we will put 
consumer. Will you please add consumer in that list. 

M>. PELLETIER: Well, they appear down balow. 

COMMISSION™? WALTON: Down below? 

M?. PELLETIZR: And they should be thers toe. 

COMMISSIONS? WALTON: I am just wondering, L 


ama consumer, I am just wondering gear people, or one 


Aaya 


for motor cars wanted 


motor car company who makes gears 
to increase their vrice, 1 would be inclined to vote for 
it because I couldn't, I think it needs an expert in 


each field, I don't know if we have experts to provide 
all the Eoards and for all the products in this country; 
thatts just my first reaction. 
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M. L® COMMISSAIRE MARTIN: Ja ne voudrais pas 
vous poser les memes questions qu'on vient de vous poser, 


cependant, je veux, pour justifier ou expliousr d'une 


exclure, plus précisément, les productsurs at le detail, 
les détaillants, le commerc de détail, si j 
compris, vous dites que, dans ces deux domaines-1la, il 
semble que les dangers ou las possibilités as concentra- 
tion sont moins g~andes et, éventuellement, la libre 
concurrence psut jouer vlus parfaitsment; est-ce gue 
C'ast bien ce que vous avez dit? 

M. MARCHAND: C'a:t, dison3, la principale 
raison. 

M. 1% COMMISSAIRE MARTIN: Croyez-vous qu'il 


Soit possible, supposons, avec le développement en 


4 


agriculture, par exemple, d'une formule dont on parle 


beaucoup orésentement et qui r'appelle 1L'intégration, 
s : s ; “a 5 3 ° > 4 * 
a arriver @ avoir, mema dans le domaine de la production 


s 
= Pins eer) 
39 grande? 


agricole, une concentration tr 
VM. MARCHAND: Je crois que c'est possibile. 
M. L™ COMMISSAIR" MACTIN: Et, croyez-vous 
Que, dans le commerce de détail lui-mime, je comprends 
Qutil y a un tr4s tres grand nombre ds détaillants, mai; 
croyez-voug gue 1A aus3i la concentration, 4 un degré 


3 = “~ 


a 
@ussi avancé que dans d'autres domaines, puisse etre 
M. MAPCHAND: Oui, nous le croyons. 
- a N 
M, LL? COMMIGSAIPE MATTIN: Bt, dana’ oc caeg-ta. 


je me demands pourquoi vous excluez les deur domainss, 
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et de la production et du commerce de détail? 

M. MA°CHAND: La, évidemment, ctest une ques= 
tion dtappréciation, et je ne crois pas que la concen- 
tration dans l'tagriculturs, et probablement que vous 
serez dtaccord avec moi, est rendue & un point tel aque 
cela constitue un danger pour le congommateur; on n‘'en 
Sst pas rendu’la. C'est possible quell *onven arrive 
1a gi tous les petits fermiers, un jour 96u l'autre, 
arrivaient a faire de ltagriculture tout a fait 
intégrée, industrialisés, comme cela a commencé A ge 
produire dans certains secteurs, je crois que ctast 
vrai, mais ce ntast pas le probleme actuellement. S'il 
y avait un danger cue cela se produise, nous serions 


les premiers & demander un amendement au projet qua 


© ° a 
mous soumettons aujourd'hui pour couvrir ces gens-la. 


i) 


. L@ COMMISSAITS MARTIN: Maintenant, quand 
on parle de concentration, croyezZ-vous, pour qua ies 
effets véritables de la concentration s‘exercent, il 
faille avoir en fait un pourcentage qui atteint 
presque le total que vous mentionnisz tout & 1theurs 
dang certains domaines ot évidemment, il y a des 
entreprises qui sont presque uniques, 2t, comme on le 
git, cela constitue une espece de monopols; mais, 
croyez-vous, dans 1l¢ domaine cu commerce ds détail, 
comme dans @tautres domaines, il faille aussi chercher 
la cause de la concentration, parcs que, on °ffet, la 
concentration staxercs’ 

M. MARCHAND: Probablement qutelle ost 


s - t . 
beaucoup moins grands ctast-a-dire, que l'entreprise 
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couvre un secteur beaucoup moins large st on peut 
avoir l'effet de la concentration que l'on remarque 
dans l'industrie, ctest-a-dirs, si vous controlez 

40 p. 100 Gans un commerce de détail, cela veut dire 
que le commsrce de détail a3t soumis 4 lteffet ou 
recoit les effets de l'entreprise concentrée, je crois. 

M. LY COMMISSAILR2 MARTIN: A la page 2, sous 
le titre "LA LIBRE CONCURRENCE™, vous ditas: 

"Depuis dix ans, lton peut affirmer que la 
concurrence fut un facteur secondaire st souvent 
négligeable dans la fixation des prix a cause du 
caractére quaSi-illimité des marchés..." 

Croyez-vous que ce goit vrai’ pour 17s produits 
de la ferme st, peut-étre, de la peche? 

M. MARCHAND: Je ne crois pas que ce soit 
cela; jo pense ce que nous fixions a ce moment-1a, 
c'était l'industrie de base, par exemple, le papier, 
italuminium, etc., etc. 

M. L&= COMMISSAIZE MARTIN; Maintenant, c'ast 
yuate Une question pour préciser un peu, a la page 3, 
vous dites, dans l'avant-dernicr paragraphe: 

tT1 est évident que les salariés canadicns 
ne sont pas libres de fixer leurs salaires suivant leur 
caprice." 

Je vais vou3 demander une toute petite 
Question: Croyez-vous qu'il y a beaucoup de gens qui 
gSont libres dens le commarce ce fixer leur prix de 


revente comme do fixer leur prix d'achat? 
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M. MARCHAND: Non, il n'y en a pas beaucoup 
mais ceux qui peuvent le faire ont de l'influence 
considérable parce qu'il y a un président d'une 

a0 


compagnie qui mta déja dit, lors de rociations avec 


D 
Ha 
OQ» 


une compagnie considérable, enfin si on voulait 
aujourd'hui, mais nonobstant la poussée des prix, 
hausder woure prix de 25 p. 100) on pourrad (ie wtaire 
sans affecter sérieusement notre margs de profit de 
notre entreprise; c'a3t-A-dirs, que, & un moment donné, 
on peut changer arbitrairement les prix ct mettre tout 
ce que le marché peut absorber. 

M. L@ PURSIDENT: C'est parce citi n'y @ pas 
de concurrence. 

MW. MATCHAND: Ctest parce qu'il'’n'y @ pas de 
concurrence, c'est cela que nous visons. Alors, 
évidemment, il n'y a pas la meme concentration pour 1-s 
GuVriers . 

M. L™ COMMISSAIRS MARTIM: Une partis de 
ce mémoire, en somms, n'a pas les mamnes implications 


a 4 
Guand vous les considérez en ralation avec le probleme 


5 


de l‘'alimentation. 

M. MATCHAND: Ca nta pas tout a fait les 
manes implications, nous sommes d'taccord. 

M. L™ DOMMISSAIRS MARTIN: Parce que vous 
parlez de la limitation arbitraire do la production, 
par exemple, croyez-vous que, 9M agriculture, on puisss 
tellement limiter 1a production cs fagon arbitraire, 


parce que la fermo ctest uns entité et slle a besoin, 
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en fin d’fannée, un revenu pour pouvoir se maintenir, 
et, sur la ferme, comme dans n'importe quelle entreprise, 
chacun essaie de retirer 1s maximum de ressources a 
sa disposition, at je crois que ess ressources ne sont 
pas limitées. 

M. MARCHAND: Tout cs que vous nous dites 
au sujet de la farme, nous sommes dtaccord, tellement 
d'accord que nous n'avons pas voulu la couvrir par le 
renbereye 

M. L® COMMISSAIYS MARTIN: Ctest parce ques 
l'on référe d'une facon particulieére au probléme des 
vVivres et que, par définition, on 19s retrouve d'abord 
en grande vartis ala ferme. 

M. MA?CHAND: Oui; bien, c'est que ltenquste 
porte surles écarts de prix. Alor3; nous autres, sa 


priori, mais au point ce départ on trouve que le 


3 


probleme ne se pose pas au niveau de l'agriculture; cta3t 
entre les deux, entre le consommateur et l'tagriculteur 
que le problame se pose. Maintenant, ce qui nous 


ia 


rappe, ctast 1a que nous trouvons que notre formule 

a du ben, il manqus des secteurs intermédiaires, et 

méme les recherches qu'on a pu faire, et le coneres 

du travail de gon coté, n'a pas pu nous connor les 
informations afin de se former une.opinion juste. A'tons, 
nous croyons que ltobligation de se soumettre a 
l*arbitrage volontaire des prix va nous fournir una 


facon constants at réguliere de porter une juste 


- DS 
6évaluation G23 prix can3 ce domaine-1a. 
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M. L% COMMISSAIPE MARTIN: Est-cs ous je dois 
céduire de ce que vous venez ds dirs, lorsque vous 
parlez, par exemple, a la page 1, de 1l'écart da3 vrix 
trop prononcés, que ces écarts de prix trop prononcés 
qui existeraient, ca que vouscites ici, se retrouveraient 
plutot dan3 le doma‘ne de 1a transformation gue cans 
Ves autres secteurs, si vous le voulez, léascorme-es; 
efest votre idés. 

Juste une autre question, monsicur le 
président. A la page 1, vous dites dans Ices derniares 
lignes "nous voulons souligner la conclu3ion prin 
ae ca mémoire™, vous vous référez au mémoire du Congrss 
du travail cansdien, 4 savoir que les haus3e3 das 
salaireses payés cans l'industrie alimentairs ne sauraient 
atre en aucun doute la cause des é4carts aa prix; est-cs 
que vous voulez dire par 148, parce qu'il y a évidemment 
des augmentations de prix au niveau des denrées 
alimentaires, est-ce que vous voulez dirs, narce que 


aussi il y a un fait, les salaires ont augmenté = ja 


mr 


m*ak pad 


+ 


dire ou @ apprécier 3i l'augmentaticn ast 
Suffisante, ou trop grande, ou juste = mais; 9sst—-ce 
que vous voulez dive par 14 quten aucune facon dans ce 
blen, ou ce prix, que L'om paie, diu"y 6 pat un pen 
du salairs additionnel que recoivent 1°73 travailleurs? 
M. MARCHAND: Ca n'est pas cala que 1 'on 
veut dire, parce qua cela voudrait dirs, autrement, 
on pourra indéfiniment mettre l'item salaire dans un 
prix et ca ne changsrait jamais un prix sur vn item 


ar . > 


ou entre la fixation de prix. Mai3, disons que 
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l'augmentation des salaires par rapport A 1 ‘augmentation 
des prix, cette augmentation-14 qui a été accordée 
justifie la différence de l'augmentation des prix. 

M. 1" COMMISSGATRE MARTIN: Alors, ca peut 
6tre, si vous le voulez, partie des raisons que vous 
Gites, ce n'est pas 1a la cause, la seule raison. 

M. MARCEAND: Je suis convaincu que si vous 
Goublez les salaires au Canada vous allez 4tre obligé 
dtaugmenter les prix. 

M. L% COMMISSATP™S MARTIN: Je comprends 
WVStCSLa ye npeut pas atre la seule cause, mais cette 
augmentation, ou ce facteur du cotit a contribué une 
partie, peut-stre moins que sa part ou plus, je suis 
incapable de le déterminer, mais a contribué pour 


at 


quelque chose, alors, il y a l'interprétation a donner 


+e 
i] 


a votre affirmation, si je le comprends bien? 

M. MAPCHAND: Oui, 1*interprétation, je ne 
crois pas que l'augmentation ces salaires est la cause, 
ou, enfin, est responsable aux abus dans l*écart des 
prix que voug étes appelés a étudier; cs que nous 
niadmettons pas, enfin, ce n'est pas la causs des 
abus dans 1l'écart des prix. 

M. L™ PRESIDENT: Est-ce gue vous pnourrisz 
changer le mot abus nour probl *me jusqu'a cs que le 
ugemont soit randu? 

M. MA°CHAND: C*test parce que nous autres, 
nous nous gormes fait une opinion -t la nomination 
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M. LY PUUSI DENT: Hnfin, on n= peut pas 


vous empecher de penser comme on pense. 


M. MA ”"CHAND: C'est cela, on n'est vas la 


commission. 

M. PELLETIER: On eat des gens aui venons 
exprimer des opinions, et g'en est une gue nous avons. 

M. LY P™=cIDENT: Est-ce aque vous avez 
fait une étude de cet écart des prix aussi é6élémentainre 
S6@it-elle, . est-ce que vous avez fait une étude pour 
justifier un peu cette opinion? 

M. MAPCHAND: Voici: Nous sommes évidem- 
Ment une ovganisation syndicale, nos geng 3 epercoivent 
Que les prix augmentent, ils croisnt, a tort ou 4 raison, 
gue la commission pourra apprécisr quae ca n'tast pas a 
cause de l'augmentation des salaires; ils s'tapercoivent 
quo les salaires ne montent pas aussi vite que leg prix. 
Maintenant, la vertis recherche que nous avons voulu 
faire, elle s:t dans le mame gens des recherches du 
congre3 du travail du Canada. Nous aurion3 pu venir 


‘ 


a © ” : 3... 
répéter a psu pras la meme chose, ce qui *-aurait 2»: 


cL 


6évé d'aucune utilité pour personne parce que cela 


Me. LS P°'HSolLDENT: Ja crois qus ma question 
prend un sens cutell- n'tavait pas; vous avez dit aque 
‘abus dans 1'écart dss prix, n'a3t-ce pas, c'ast cela 

+ i 4 nia Yr (or (ic fo om 5 5 
gue vous avez dit, on ne p*ris plu3 de 1 augmantation 
de3 galaires comme 1a raison uniaue ou partialla cre 


1 = > : s mata Aja ave ai 
l'écart des prix augmentégs, mais, vous avez des 
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réjugées, du fait qutil y avait de l'abus dans l'técart 
> 4 


Ges prix préssntement, mais seulement cta3t le vroblame 


que nous étudions. Ctétait la seule raison de ma 


M. MAPCHAND: Je cro?s gue nous représentons 
bien la pensée ou les préjugés de nos milieux quand nous 
écrivons ce que nous avons écrit. 

M. L% PUSSIDENT: Vous 6tes au courant que, 
dans le secteur alimantation, 1l'écart des prix est moins 
prononcé que dans tous les autres domaines de ltactivité 


économique? Ctest cea qui ressort des mémoirss ous nous 


M. MA?CHAND Nous n'avons nas eu la chance 
de lire tous 163 mémoirss que vous avez en mains, quand 
ils seront nubliés nou3 ferons les comparaisons et nous 
tirerons des conclusions si nous sommes sn measure de le 
$e 16). 


M. LS COMMIISSAIR™ MARTIN: Ctest tout pour 


COMMLSSIONS”? MackICHAN: First, £ would like 

to thank you gentlemen for giving those of us who have 
a 

only one language translation to accompany the original 

brief, we do appreciats that very much. 

Now, I think I understood <- nart of the 
discussion, I think your suggestion for an arbitration 
Board or a conciliation Board, and I don't think for 
Our purpose just now we ned differentiate between the 
two, or the different interpretation; I think it's a 


matter of making the distinction. You have certainly 
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interested the commission vary much. We have had a 
number of suggestions that people should have more 
information, thero should be an educational department 
Set up, but this is the first real, well, arbitrary 
thing that has turned up. Now, when we go through and 
set up all thess Boards mentioned, or one or two, or 
several, a3 necessary, and a national Board of Appeal, 
whet is the final court of appeal who makes the decision 
in the end? 

M°. MAPCHAND: Well, there ig no decision, 
as I told the Boa~d, nobody decides; there is no award. 
Just, let's say, some kind of recommendation not to 
inerease or to increase, that's all the Board dosas, it's 
not a decision. 

COMMISSION"? MacKICHAN: 30, we have 
Greated a number of Boards, and it's an open ond. 

MR. MARCHAND: Well, it's an instrument 
that can be used or that is, or that would actually be 
used by the public to kno’ what is going on in the 
fielca of prices and, of course, ad I Rave mentioned 4 
few times, we are in the same situation as in the labour 
field, we have to coma bafore ths Board and gay this. 

We have public meetings and the public may form its 
Opiniom on the request filed before the Board and offer 
to exercise pressure in one diraction or the other, and 
that's what we want in the price field, that's all; we 
don't want anybody to decide anything. We went the 
anterprises and the economy to bs free, but to be frea, 


IT think that we have to know what is going on and the 
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problem now is we don't ‘now what is going on, We don?t 
know why the Aulminum Company of Canada increases its 
prices; we don't know why the wholesele prices are in- 
greased, it may be it's fully justified, maybe it is 
written Gown, we can heve that arf distribute that to the 
public and, after that, we can use our ovinion and ex- 
ercise pressure wherever it is <ood to exercise 1B 
COMMISSIONiR MacKICHAN: We have conciliation 
hey agree and sometimes there is 
a tlajority report and a minodrobty report. Now, the la- 
bour dispute in Nova Scotia became bitter towards the 
end and each member prepared a separate report, they 
couldn't agree at any point. SO, a board has a dispute 
and there is a discussion and some information is given 
there is nothing arbitrary about a board at ail, 2b Ss & 


matter of making suggestions and recommendations and 


poms publicity. 


COMMISSICNaR MacKICHAN: And that sort of thing 

Me Lis COhmMTSS4IRE MARTIN: Monsieur Marchand, 
j'essaie de concilier ce gue vous venez dé dire avec ce 
que je retrouve 4 la page 5 ot vous dites: "Aucun produc- 
teur tombant dans le champ d'apvlication de la loi ne 
pourra augmenter ses prix..." stil ne veut pas augmenter 
fen Prix, cela doit 6tre “avant qu'un mbis cé soit écou-— 
lé depuis la publication de la recommandation..." Stil 
ne peut pas avementer ses prix, ctest-a-dire aii ye eS 


i or -ecOoOrdée A ce tribune 
uné certaine autorité accordée a ce tribunal. 
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Est-ce Que, s'il je fait contre 1a 
recommancation du tribunal c'arbitrage, est-ce qu'il 
va etre pénalisé de quelqus PACOn.. Oli 1 ene We, 


Simplement livrer a l'opinion publique 1a publication 


) 


M. MAPCHAND: Ctast-a-dire, enfin, présumons 

que cfest un producteur qui augmente artificiallement 

Son prix, disons qu'il controle son marché de prLa et 
qu’il peut le forcer en augmentant d'uns facon trop 
grande, i] va étre oblicé de soumettre sa requate au 
tribunal d'arbitrage des prix. Vous constatez que ce 

fait de la rendre publique ensuite, il sera libre de 
l'taugmenter ou de ne pas l'augmenter, seulement le 

pu5lic saura gue telle entreprise a augmenté ses prix 


sans, apparemment, de justification . C'ast la geule 


{4H 


~ 
facon, nous disgons que c'tast l'essance meme de Ja 


cémocratis. Nous ne disons pas que c'est facile, mais 
tout le controle dans une démocratie, tout 1s controle 
nous vient de 1l'opinion publique. 

M. L™ PY@sIDESNT: Est-ce que ce nest pas 


la du“dirigisme? 


M. MAPCEAND: Du dirigisme de 1l'opinim 


M. I@ PPSSIDENT: Nous vceus demandons si 
ce n'est pas la du dirigisme au niveau Gu gouvernement? 

M. MA-CEAND: Non, ce n'est pas du 
Girigisme au niveau du gouvernement, mais au niveau de 


ltopinion publique; dans cc? sens-la cela voucrait dire 
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que nous avons du dirigisme dans les salairas. 

iW. 1] POUSIDENT: Je ne dived pes mon, 
cela sxiste parfois. 

MW. MARCHAND: Pas parfois, 11 my a pas 
de dirigisme a ltendroit de l'autorité qui fixe des 
prix OU dy salaire, cela n'stt pas du dirigieme, al 
s'agit la d'informer l'opinion publique qui s'exerce 
sur une question. Vous avez a ltheure actuslle, par 
exemple, le conflit des chemins de fer et 1'opinion 
publique canadienne va sxercer une pression sur uns 
partis ou sur l'autre, ou les deux, et ca n'est pas du 
dirigisme, seulament de la démocratie bien placée. 

WM. LE PRESIDENT: Alors, vous Talues ine 
nuance? 

M. MATCTAND: Ah oui, nous faisons une 
nuance. 

COMMISSIONS? WALTON: I don't know whether 
gomething that you said just a moment ago, I'm sorry, 


it 
ast I can't pick/up in Fremeh, bus 76 


Sa) 


when you speak 
just occurred to me that in all theses things, we are 
in a part of the time and even your industries which 
include your labour and all the rest, when you havs your 
negociations, I just wonder if it occurred to you to 
Sivipe “in the public, woulén't that be a way of 
Gsnocratizing all these Boarés; it's just an idea. 

MR. MATCHAND: Well, that's a good idea 
and we think that it is done because often, according 
to the law, you have the government revresentative in 
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represent the public. I don't gay that he does that 
very well. 

COMMISSIONS? WALTON: No, I mean in ths 
original negociations, when you can't agree. 

MY. Ma°CHAND: Of, in the original nego- 


Giations. 


merit. 

MP. MA°CEAND: Well, it has some merit, of 
course. 

M°. MATHISU: It would certainly be helpful 


to us, because we are sure the public would be on our 


MP. MARCHAND: If there is ever a Board 
instituted te study labour relations in Canada, I hopes 
you come to present a bricf and submit that to us. 

M. LY PeSSIDENT: Alors, messieurs, une 
couple de questions encore su sujet desquelles il serait 
tres intéressant d’avoir votre opinion. D'abord, je ne 


2 Ces deux commencer, mais je vais 
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commencer par le probleme ds 1l'tsexportation, n'test-es pas 


Il y a des exportations au niveau de la 


ferme st, tout & l'heure, a la suite ¢'une question de 


apparait 
‘ e : 
M. Martin au sujet cu paragraphe ou/1e mot arbitraire, 
arbitraires 


a la page <, les limitations/de la production. Alors, 


peut-etre stil y a des recommandations gous 1a 
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Procuctaon, al iva surement trés souvent, et pe ut-stre 
actuellement, trop de surproduction dans les produits 
agricolas, ctast un probleme considérabls qui nous 
touche un peu, ce ntast pas tovt A fait notre probleme 
& la commission, mais il nous touches tellement que 
j’eimerais avoir vos opinions, si vous avez étudié le 
probleme. Zh bien, dans le cag typique ou on ne 
consume que 20 p. 100 de ta producti actuelle, qu'tes 
coc al fait, a-t-li un orosraiime de surproduction: 
M. MAPCHAND: C'est parce gu"il y a un 
programme de surproduction , st surtout dang l'agri- 
cultures comment le résoudre sans l'intervention de 
1'ttat pour acheter la surprocuction, et ou i} ya 
des subsides, etc., stc. Nous ne voyons pas d'autres 
noyens, non vas seulement pour régler le mécanisme ce 
la concurrence libre des prix, et cela c'est de 
1'étatisme ou du dirigisme et jamais personne ne s'est 
opposée a cela, seulement nous autres quand, en effet, 
on St oppose , a nart de cela, tout le monde est d'accor 
Ja ne vois pas d'autres solutions, surtout dans le 


eas ou il y a un million de boisseaux de blé au Canada 
de surproduction, bien c'eit clair ques c'est un 
probléme que seul 1'™tat peut résoudre. Je ne connals 


pas un producteur de blé qui paut ia résoudre. 


M. L™ P°RSIDENT: Est-ce que l'on na 


en e 5 oo A 
pourrait pay/ arrivar a un moment donné, au niveau meme 
ou s ° ° 
de 1l'ta le vroblame gcit quasiment insoluble? 
o a3 A 9 Js am ~ - A 


M. MaAPCHAND: Ca ne pourrait pas. 
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M. L% P8SSIDENT: Alors, quteast=c 


fe) 


auton 
va faire? 

M. MAPCHAND: L'"tat va 8tre obligé 
d'intervenir. Dans le domaine de l'taericuiture at 
Gans le domaine de l'ensemencement il ge fait un 
contingentement de tout ce que vous voulez pour Ta 
Surproduction de facon permanente. 

M. L% PPRSIDENT: Alo»s, vous allez y 
reméGicr sn quelcua sorte d'yne fagon quelconque? 

M. MA"CHAND: La ce n'43t pas une limitation 
en vue de concurrencer les prix, ce n'était pas en vue 
de faire augmenter les prix mais atéviter la Surpre= 
Guction, Dien, cast peut-atre, cfast une verte nette 
DOUTNRE Maton < 

M. LY PVESIDENT: On peut préevoir @es) eas 
tout de meme ot 74 gouvernement pourrait pratiquer une 
limitation de la production. 

M. MACE AND: Oul, mais pas pour augmenter 
hes “prix 3 

Me DS PPSsLpENT? Rien) woul “avezenia.. 
Alors,~L'autrea question ctest celle-ci. Je crois que 
celle-ci va etre un peu plus, peut-étre, intéressante. 
Quelle est votre opinion sur la question des profits 


¢ : ate V1j¢ ous vw AA ie ate 
dans l'ontr-prise? Qutast-ce qus vous voul-z, i . 


comme mandat de déclar2r si las profits sont raisonna- 
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a 


peut se poser, ca fait cent mémoires que nous avons 


dD 


devant nous :t toutes sortes d'opiniong One? Bue 


exprimées. si, évidemment, quelqu'un 93st contre, on ne 


peut pas discuter de gcn opinion, ctest suffisant nour 
, a 
resoudre un probleme. Mais, si on reconnait la léeiti- 


fi, MaPChAND: C'est parce que précisénent, 
mlonsieur Couvrett>, comme homme ¢taffaire, si vous 


, ° bs , ° 
étiezZz a ma place vous répondriez 
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les sectsurs, c'est clair. Il y a de3 secteurs ou 


l'on accords des profits qui sont — quand la compagnie 


Bell Telephone - vour ne nommer personne —- fait deman 
de dtaugmentation des prix simpleament parca qu'tells ne 
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veut pas demand=r de nouveaux capitaux et 6slle dit Je 


m'en viens chercrer day capital dans la voche dau 


Ds 


consommateur, voici,cette méme entr-prise privée ais, 
j'ai droit a des profits sur Je capital ramassé par 
le consommateur, nous ne gommes pas d'acecord fondamen- 
talemant pour dire cela. Le, je voudrais étudier 
enacun Ges secteurs et je nea voudreis pas considérsr 
Votre question d'yne maniare trop générale. 

M, LL” PPRSIDENT:. Vous ne dan an woudrae pas, 


‘ y 


Je voudrais bien voir le probléme réeglé et je vous 


) 
es 
e 


avoue que la solution n'tast pas fa 
M. MA CHAND: Nous sommes bien dtaccord, 
M..La, PUESLDENT Eh Diem, messieune, iL 

ne me reste qu'a vous remercier infiniment @'4tre venus 

et de nous avoir présenté un mémoire. Je voudrais que 


a 


1a solution d'un juste milieu soit applicable ot, de 


n 


cette fagon, on reglerait le problame. 
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Submission of 


CANADIAN WHOLESALE GROCERS ASSOCIATION 


Appearances: 


Mr; Aime Boisvert Executive Vice President 


M. LE PRESIDENT: Monsieur Boisvert, je 
crois que nous devons vous remercier d'avoir bien 
voulu nous permettre d'entendre ces Messieurs. 

MABOLS VER C'est avec le plus grand des 
plaisirs, Monsieur le President, 

M, LE PRESIDENT: Alors, voulez-vous, s'il 
vous plait, proceder a la lecture de votre memoire? 
~--EXHIBIT NO, 92: Submission of Canadian 

Wholesale Grocers Association. 

MR. BOISVERT: Mr. President, Mrs. Walton 
and Commissioners: Already in past hearings, your 
Commission has had occasion to meet with some members 
of the particular industry which we represent here 
today. And from them, you will have secured 
information of a scope and type which is not general- 
ly available in the data collected by any source. 

I refer to the questionnaire which the 
Chairman was kind enough to supply me with a copy of 
and which I made up my mind to cooperate with the 
Commission if I could, so I took the opportunity of 
circularizing it in my Association in general and 


received a cross-section of replies which indicate 
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to me that Section 1 is of a nature that only individual 
operators can reply to. Sections 2 and 3 called for 
answers of which I received sufficient samples to dis- 
cover opinions were not necessarily alike, depending 

on the operators, and I have it in my following re- 
marks and it will probably come out in your question- 
ing later. 


In your questionnaire to the food distribu- 


tors the situation under study was in part thus 


described: 'During the period from 1949 to the 


present, there have been a number of changes in the 
relationship of prices of food products at the farm 
and fishery and at retail, with the former having 
declined relative to the latter since 1O51—" 


And paragraph 2 of the terms of reference 


of this Commission reads: Determine whether or not 
such price spreads are fair and reasonable, or are 
excessive in relation to services rendered," 

Finally, extracting two paragraphs from a 
report of a previous hearing our industry receives 
this challenging message: Dr. Stewart 1s being quoted 
in the Montreal Gazette: "Middlemen generally, he 
said, tend to emphasize that freedom of competition, 
as unfettered as possible, is the only way to reduce 
the price spread. 

'Much of the testimony seems directed at 
whether or not the middleman is getting too large a 


share of the total price. Dr. Stewart said this 
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question is receiving the closest Scrutiny by the 
Commission,’ 

It is a secret to no one that wholesalers 
such as ourselves are the image that takes instant 
life in the mind of most, at the word "middleman". 
And to the extent that wholesaling is an inseparable 
function from the total marketing system which 
accounts for a widening spread between the primary 


producer's price and the price paid by consumers, we 


are here on behalf of an industry which in recent 
years has gone through some most spectacular trans- 
formgtions. 

To describe these transformations, which 


are at this moment in vigorous progress, we shall 


quote from observations made on June 25, 1958, by 
Dr, Rudolph L. Treuenfels, at the Wholesaling Ses- 
quicentennial, on the occasion of the 40th National 
Conference of the American Marketing Association. 

Proceeding from the days when the whole- 
saling function was chiefly physical, Dr. Treuenfels 
was explaining how through the years, and more par- 
ticularly during the past four decades, wholesalers 
have had to continuously confront themselves with the 
challenging question: 

‘What Really Is My Business?" 

And he goes on: 'Fundamental changes in 


concept and in procedures came from answers that were 


quite unorthodox. 
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“They replaced old and simple assumptions. 
No longer was it deemed sufficient to act as selectors, 
assemblers and prime movers of varied assortments of 
merchandise, to buy astutely at the lowest possible 
price and to pass goods on at 'best obtainable prerit!. 
Rather, it was found that it had become essential to 
increasingly take both the customer's and the sup- 
pulerise position into taccount. That is the 
truest sense in which we are middlemen, 

‘Facilitating the flow of merchandise from 
the provinces of production to the realm of consumer 
outlets, wholesalers had always acted as bridge 


builders and road architects. 


"Nowadays, the role of a teacher or a 


healer seems to be included in their calling. Many 


wholesalers regard it as an essential part of their 


business to not only keep customers alive, but to 
strengthen them to the point where they will be cer- 
tain to withstand the perils of all forms of competi- 
Cio. 


So much for the change in concept, which 


by heightening the duties of the wholesalers, has 
made him a mentor, a trusted advisor and friend of 
his suppliers and customers. And the best exponent 
of this 1958 edition of a wholesaler, is the food 
wholesaler. In Canada, as in the United States, the 
most significant changes in food wholesaling have 


nearly all taken place since the year 1948, within 
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the period under particuler Scrutiny by this Commis- 
sion. 

In describing sketchily below, the 1958 
model of food wholesaler, we shall be describing a 
type, and not the average distributor, We lay no 
claim to our "type" representing a numerical majority. 
But he may well represent well above 50 per cent of 
the leadership, the vigor, the competitive sinew of 
the industry. 


Our wholesaler acts as: 


A) A sales strategist not only for himself 
but also for his customers; 

B) An educator at large capable of moderni- 
Zing not only stores but the people who run them as 


well; 


C) a provider of highly skilled specialists 
who keep up with latest technical advances and who 
can aid their accounts in doing a better Job. \ 


And his complement of services through 


which he plays this triple role are as follows: 
aX) A master plan which embodies operating 
standards at wholesale and retail. From soliciting 


every conceivable account within his territory, he 
will shift to some system of ‘customer selection", 

and in due time he is likely to arrive at establish- 
ing a policy of "Minimum orders”. While concentra- 
ting his merchandizing efforts with the larger accounts 


-|| he will seek to continue servicing the smaller operator 


a 


me 


: exe A) : i - 7 
) SEYL eiiz Parers OL Hinvawy wane a 


a cts ne ey : Se 
6 Wileins- iG en Clee die 


Poryet 45 Ler supdes 


Wetton Fay “2 antiacenaen ee nt 


~ ae eas ‘ : 2 a | 

Oo Shey mo" ovste (ice siveeaaae Lit yeaa ve ay 

NG) Wanid2; @ved Mr >hmoy: ‘ate mMopiv enw rere Bay | 
Lee reuiad ty | 

7s 5 J eye ee 0 Leprtee? ines: 

7 . Ree re rie . 

“él ! , aff hire Tn aATtiToe 3SLRe i ff 


Lsughov Sto ole ToS og le Jig 


eet! Ac Widens satel i area eh Ce 
f iP Teri ~ ry vad de Jind EY. ele Vio von. mek 
; _ Pie eh 


Petinicoye tei cis tf WS sabryodg a {oD 


a 


A 9 
le yeas tae : 
(ey dat -ITHMSSY JoszaL coke wu gem Coady. 
4 ’ Pies 
ty 17 oo i a 4 6 Ss5 


VITSt 4 cetSh Af edadodse uted nts Ags 


ies rr ie - ‘ 7 - 7 F * 


, ) Ieee ligeey whl fee 


os wlorer eta . #eatg ei dis PAL 


: ay 4 ree ; 
anita 4.0L comp Boiw pete wes . 
| SW ORG MOF aest ol Ad 
ss si ; 


MICLGL ce, wy ‘fete Vee Wigeefery beg ‘sede 


ae | oN my fe ,D5 Ba: Vee: “DPeseievgesn bfaevl eareiy (‘eae 


mz Sas a = 06% na S } 


“WISYe som oF Tihe 


eo 


ena tide 102 ©8 6° tras ag (isk i sak oe! .sé47 Mout ae 


~ Gt FOeNIe CLES -¢ . wrel=n auaarer sas en 

iodiedew ner natal Wate aii it 
a 

ah a 


c wee qe hf ines omy” (ehoiries 


‘ 
7 ee Be 


ANGUS, STONEHOUSE & co. LTD. 4915 
TORONTO, ONTARIO 


through a low cost "cash and carry’ department. 

2) Store supervision. The retailer receives 
a preprinted order form or catalogue of the entire 
supplier's assortment on a regular schedule, enters 
his requirements by checking blank spaces opposite the 
items wanted and mails it in. Instead of the salesman 
who came in to sell him, the retailer now welcomes 

the distributor's supervisor to help him sell. 

This man is an all-around competent manager. He 

will be able to go over records and reports, and 

check the performance of each department, determine 
weaknesses, lend a hand on displays, promotions. in 
a larger operation, the wholesaler often has specia- 
lized supervisors for meats, groceries, frozen foods 
and produce. 

3) Store Engineering. In this area, sometimes 
at a service fee, sometimes as a free service provided 
by the wholesaler himself, the retailer gains access 
to professional counselling on the erection of a new 
store, remodelling of the old one, advice on layout, 
equipment, .lighting, decorating, sence. 

4) Advertising. The wholesaler maintains an 
advertising department which takes complete charge 

of retail advertising through all media, as well as 

of in-store materials. 

B} Accounting, One of the newest services, 
at least in its more extensive form, this is also one 


of the most important. It may range from a basic 
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service of taking inventory and furnishing periodic 
profit and loss statements to a comprehensive one 
including weekly departmental analyses, performance 
reports, and tax service, 

6) Financing, The distributor has had to 
face up to the crucial problem of helping to obtain 
funds for the independent retailer who has the desire 
and ability to expand but lacks the means. He may 
do this in a number of ways -- just by assisting the 
retailer to seek out and obtain financing; by co- 
signing leases or by leasing and sub-leasing; or 

by actually setting up funds to be lent to retailers 
who measure up to prescribed standards. Just about 
GWwO years ago, in a forecast Por 1o5/7 py 2] Macnrcan 
distributor in the magazine Wholesale Grocer News,’ 
we could read: "There are no two ways about it, 

the competitive challenge of 1957 is not basically 

in the operations field of wholesaling and retailing. 
Independents have proved that they can equal or better 
the performance of the chains. Our challenge now 

is to develop the kind of financial corporations that 
will match the present facility of the large chains 
to secure large sums of capital with which to estab- 
lish the stores and warehouses to take advantage of 
the expanding food market. 

a Real Estate. With the tremendous pace of 
the supermarket building programme of the last decade, 


the competitive situation in food retailing has been 
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described as "a battle of locations’. The matter of 
a profitable location, with high traffic potential, 
proper parking facilities, etc., has become a very 
scientific matter. The modern distributor may have 
an expert on his staff making constant studies of 
location prospects in his area, Or he may have a 
contact with a real estate consultant for this ser- 
vice. 

8) Merchandising, Wholesalers must think 
continuously of ways and means to teach better mer- 
chandising methods, They act on the conviction that 
their customers being given intelligent help will 
enhance their ability to move goods faster and in 


larger quantities. It means getting the merchandise 


not just "on', but ‘off", the retailer's shelves. 


9) Training, Many operations provide regu- 


lar training both in periodical sessions and on the 
job. Specific courses are being provided for clerks 
entrusted with functions requiring particular know- 


ledge and ability. 


10) Communications. Carefully edited and often 
elaborately produced regular communications carry in- 
structions and advice from headquarters to the re- 


tailers,. 


Before a commission inquiring into the in- 
creasing spreads in distribution costs, this partial 


array of services may loom as a partial explanation 
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is not the case however. For the modern wholesaler 
has not contented himself with exceeding the walls of 
his office or warehouse, to apply himself at influen- 
cing the movement of goods at the retail ‘front Line”. 
He has effected an impressive job of good housekeep- 
ing at the head office, and has become a "low-cost 
operator," 

To be competitive against strong chain op- 
position, independents must receive their goods at 
a cost which will enable them to price competitively. 
This, to the wholesaler, indicates the necessity to 
keep his own costs rigidly under control. 

To do so, he must acquire the most efficient 
plant, equipment, and methods. Our ‘type’ wholesaler 
has a one-floor warehouse, probably constructed during 
the past five or six years. He will have freezer 
space for frozen foods, coolers for dairy and produce, 
banana and tomato ripening rooms. The warehouse will 
be palletized for maximum utilization of space, mecha- 
nized for high velocity movement with lift trucks, tow- 
lines and possibly electronically-guided tractors pull- 
ing order assembling "trains. 

In his office he will have mechanical bill- 
ing and tabulating equipment. And finally, as we 
will be able to show in the set of figures below, he 
has been able to resist the relentless upward pres- 
sure of operating costs by counter-measures of his own 


in the form of rigorous efficiencies and economies. 
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In Canada, the effects of these counter-measures 


are readily obvious from the following comparisons: 


ANGUS, STONEHOUSE & Co, LTD: 4 
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The first observation that offers itself from 
these compilations is that while operating costs and 
sometimes gross profits have been pressed upwards in 
most fields at wholesale, they have declined in the 
wholesale grocery field, from 7.99 cents per dollar 
in 1949, down to 6.82 cents Peredoliarein Jocoe These 
are national averages, It willl also explain the fact 
that manufacturers at one time looked askance at the 
middleman but they are returning to him and there are 
many who have come back who were doing their own work, 
and there are still many coming back today because 
we can do the job better than they can, The pverfor- 
mance has known some variations from one region to 
another, Maritimes moving from 7.21 to 7.56, Quebec 
from 7.30 to 5.72, Ontario from 6.79,.to 6.40, and 
the Western Provinces from 7.13 to 7.18, during the 
same period 1949 to 1955. 

In terms of the subject under study, the 
following observations come to us, 

ae Percentages as we have just looked 
at them are in a way efficiency indexes. 

Zo The ones we have submitted indicate 
a downward operating cost at wholesale. Although we 
lack the 1957 compilation, we can only logically ex- 
pect further reduced overall margins because of the 
number of new voluntary groups that have come into 
being since the end of 1955, and of the multiplying 


low-cost cash and carry, and cash and carry self- 
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service warehouses during the same period. 

33 Although our type wholesaler and the 
food wholesaling industry in general have staged some 
spectacular feats of simplification and economies, 
it must be remembered that it is grocery wholesalers 
who have continuously assumed the indispensable func- 
tion of supplying each and every retail outlet in 
the country regardless of size, type of operation, 
or location. 

If food wholesalers as we know them now 
are not the immediate cause of increasing spreads, 
where then should we look? Where are the middlemen 
who are getting a larger and larger slice of Mrs. 
Consumer's dollar so that the primary producer's 
share thereof is a constantly shrinking one, rela- 
tively? 

We should like to quote an article from 
the Biddle Purchasing Bulletin (New York, November 
1955) on the eve of an election year: 

“Down with the Middlemen! .. . Every so 
often some vote -- hungry Congressman gets what he 
thinks is a brand new idea for pleasing his constitu- 
ents. He'll go after those big bad middlemen again. 
They are the ones who keep prices so high the common 
people can't buy everything they want. 

Next year will run true to form. We are 


promised an investigation of all the rascals who 


—— stand between original producer and ultimate consumer, 
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ihe ‘middlemen. And who are the middlemen? 

“The railroaders, the truckmen, the long- 
shoremen, the road repairers and builders, the country 
grain elevator operators, the clerks in the banks, 
the distributor, the wholesaler, the retailer, the 
insurance salesmen who sell the risk policies and the 
cop who protects the goods in transit, the ice man and 
the boiler maker, the stockroom boy and the coffee 
roaster, the printers who set the price lists in 
type, the copywriters who compose the ads that stimu- 
late sales, the postmen who carry the orders and 
acknowledgements, the telegraph boy and the telephone 
operators, the accountants who figure earnings and 
taxes, the man in Wall Street who supplies the equity 
capital and even the Congressmen who skim off enough 
in taxes to pay their own salaries. And the 
biggest middleman of all is Uncle Sam, standing with 
outstretched hand for his 'take' of close to one 
dollar of every three. These are the middlemen, 
These and many more. These are the rascals the 
vote-hungry Congressmen are attacking.’ 

We believe that these innumerable inter- 
mediates have come out of progress, pure and simple. 
There used to be a time when the primary producer was 
the maker of his product and assumed a larger portion 
of the marketing function. When he went directly 
to the market place he was wholesaler and retailer 


of his product, and secured 100 per cent of the 
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consumer's dollar, Just as there was a time when 
the cobbler making shoes did likewise secure a vastly 
superior share of the consumer's dollar of his time 
than does any one Single factor in shoe marketing to- 
day. 

Who will challenge: 

a) The indispensability of the functions 
discharged by these many middlemen in a dynamic 
economy? 

by) © The inevitability of aelmorelendinces 
finely divided distribution of the marketing tasks 
as men of resources exercise their inventiveness, 
submit the products of their talent to consumers! 
acceptance, and finally discover that acceptance has 
become established consumers' demand. 

While we are on the matter of consumers! 
demand it might be interesting to hear the findings of 
a survey conducted some four years ago by an impor- 
tant Montreal food organization. In answer to a 
questionnaire asking customers to list in order of 
importance the points that would make a steady satis- 
fied customer. We are quoting Mr. Nathan Steinberg. 
"175,000 replies were received. Here are the 
results. Here are the opinions of thousands of 


our customers; these answers are listed in the order 


of voting: 
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It is to be noted that price ranks. fifth, 
In short, we believe that consumers, possibly through 
this Commission, and eventually through those whose 
Function itis. to enlighten the general publics should 
be better informed of the increasing complexity of 
the marketing system of which they are a part, and 
from which a large portion of them derive their very 
divyelihood, 

And we believe that likewise, primary pro- 


ducers, and the various departments of agriculture 


should apply themselves to supplementing their efforts 
in the areas of production and agricultural research, 
by equal efforts in the area of marketing. 

Ma LE PRESIDENT: Bien, monsieur Boisvert, 
je vous remercie, 

Nous constatons, et je dois le faire remar- 
quer, que ce memoire est presente aux noms de la 
“Canadian Wholesalers Assoclation' et de ‘'L-asso- 


ciation des epiciers en gros de la province de Quebec" 


See 
_—————— 


conjointement, 


M. BOLSVERT: C'est exact, j'ai mandat de 


chacune de ces associations, monsieur le President. 


Mr. Bolsvert. I think it would be indecent on my 
part to qualify this brief so I will let the members 


THE CHAIRMAN: Well, I want to thank you, 
of the Commission do their work. 


COMMISSIONER DRUMMOND: Throughout your 


>. brief you refer to the term ‘our type of wholesaler’ , 
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and that suggests that there is at least one other 
type, possibly more than one other type. I want to 
Just get it clear as to what the difference is be- 
tween the type of wholesaler that you have outlined 
here and other wholesalers. 

MR. BOISVERT: Well, the type of whole- 
saler e=Ol an’ sorry I didenoet makesthis completely 
clear -- the type of wholesaler I refer to is the one 
who has shifted from the previous concept of being 
a warehouser and a material handling expert into a 
merchandising entity which will assure promotion of 
products out of the retail stores in which he has 
placed them. His function becomes an overall digs- 
tribution one; he is a type of wholesaler. There is 
at least one of them -- well, in the Canadian Grocer 
on July 19, 1958, there is a report on chain and 
sroup operation. The picture in there will reveal 
to you that while in 1950 there were, to my knowledge, 
some six such groups in Canada, you count today 
thirty-eight firms at this date. There are many 
more today, close to fifty-eight, thirty-eight opera- 
ting fifty-eight different groups, some companies 
operating retailers' voluntary groups under one, two, 
three banners. 

COMMISSIONER DRUMMOND: This would be, by 
and large, the larger wholesalers? 

MR. BOISVERT: Not necessarily. 


COMMISSIONER DRUMMOND: Not necessarily? 
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MR. BOISVERT: No, we find them in all 
sizes of operation, 

COMMISSIONER DRUMMOND: But there would 
still be numerically only a minority of the total num- 
ber of wholesalers; is that right? 

MR. BOISVERT: I would say possibly a 
little over -- take broad percentages to be safe, 
between 25 per cent and 35 per cent of the per cent. 

THE CHAIRMAN: In number? 

MR. BOISVERT: Yes, in number, 

MR. COUVRETTE: That would represent more 
than that in volume? 

MR. BOISVERT: In volume that would repre- 
sent to this date, taking the same fractions, between 
25 per cent and 65 per cent of the volume has been 


independently under individuas ownership. 


ee 


COMMISSIONER DRUMMOND: At the bottom of 
page 3 you say: 
: "te | | it had become essential to in- 
creasingly take both the customers' and 
the suppliers' position into account, '" 
The wholesaler is the party who takes the position of 
these other two parties into account? 


MR. BOISVERT: Right. 


COMMISSIONER DRUMMOND: In other words, he 
takes into consideration in making any changes in the 


business relationships between the three parties; is 


_— that right? 
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MR. BOISVERT: Essentially the marketing 
function as it involves the market, manufacturer, 


wholesaler and the retailer centres around one product, 


this one manufactured product to be brought success- 
fully and effectively to Mrs. Consumer. I might re- 
quire a few minutes to explain the new concept and 
then you will get the significance of its, and on thie 
point we will touch upon the concentration of the 
business which was referred to in a previous pre- 
sentation. 

What is the first thought of concentration 
in a competitive field, in our competitive food field? 
Concentration appears to be the result of strategical- 
ly and dynamically coordinated human resources apart 
from capital. It is not money, it is not capital 


that makes money, it is people. The individual, 


close up to the time when the wholesaler came into 
the picture, wes one fellow staging a battle against 


organizations which embodied twenty-five, let us say, 


out of the twenty-five talents necessary to conduct 


a retail food business successfully today. The 
individual sort by contrast had a lot of what all of 
us have had, one, two, three, four strong points -- 
four talents. He may be an excellent handler of 
people, he may be an excellent seller, or he may 

have an excellent buyer, but he needs to be an excel- 
lent advertising manager, a competent sales training 


manager, or he has to be that anyway, an accountant, 
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a store engineer, a refrigeration engineer, a floor 
Sweeper and a window washer and all things pertaining 
to the conducting of the food business as we know it 
today. 

Now, through the volunteer group organiza- 
tion he has been broughtweabout to share in the total 
attributes, As part of the total attributes within 
the reach of the total organization was the capacity 
to merchandise food for manufacturers in respect of 
which for services rendered there were advantages, 
monetary advantages obtainable propagated in theory 
and general practice to services rendered which he 
gains access to now. So in this new concept of our 
type, which is developing extremely rapidly month by 
month, the economic function of coordination igs 
supplied for wholesalers. 

COMMISSIONER DRUMMOND: Since these three 
parties, that is, the supplier, manufacturer, proces- 
S0h -— the manufacturer, or it may be the primary pro- 
ducer -- since the suppliers at one end and the re- 
tailers at the other have to work jointly with your 
wholesaler that does involve what we might call an 
integrated type of operation, is it not? 

MR. BOISVERT: Les, Vale, 

COMMISSIONER DRUMMOND: Now, the actual 
ownership of each of the three parties remains. distinc 


and separate; is that correct? 


MR. BOISVERT: It does with some exceptions 
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that call for extra work, If we think honestly 
there is an operation in the occurrence we refer to 
in the brief to the wholesaler acting as a partici- 
pant in the race for choice locations, he may be 
sometimes ready before his next upgraded retailer is 
to procure a location and even offer the store cash 
and start operating there, and some day the parties 
pass it on to the first ready one. These use then, 
operate them, in their own name and to that extent 
have again partly corporate, partly independent 
retailing sponsors. There is a mixture. 

COMMISSIONER DRUMMOND: Would it be correct 
uouicaye chav there 1s in fact a Wot of contractuaL 
arrangements between the wholesalers and the retailers? 

MR. BOISVERT: All types, depending on the 
size of the market and then that may be less, too, 
from information I received just recently, depending 
wer tne pasic Lor the strength of the contradcv mas 
direct relation with the strength of the market. iG 


must be the choice of retailers willing for their own 


benefit to forego temporarily sufficient of their 
independence to know that eventually they will 
capitalize on it. I know of some contracts which 
are very strict, and, on the other hand, I know of 
some that are irrevocable within eight days and others 


where groups operate harmoniously without any more 


than a gentlemen's agreement. 


. COMMISSIONER DRUMMOND: What I had in mind 
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was that the person or the particular agency, in 
this case the wholesaler, ‘who takes the initiative 


in bringing about this integrated type of arrangement, 


he is normally the agency which undertakes the decision- 


making process, makes major decisions on behalf of all 
parties; would that be right? 

Mn. BOLSVERT: I would say exceptionally, 
not generally. 

COMMISSIONER DRUMMOND: We hear these days 
a great deal wbhout the development of this thing we 
call vertical integration, and I am just wondering 
if this is another indication of this general trend -- 
a prevLysiarge indication, In fac? 

MR. BOISVERT: Siv, are vou (directane this 
to me as relating to our own industry or to the 
industry in general? 

COMMISSIONER DRUMMOND: I am thinking 
particularly of --- 

MR. BOISVERT: The overall food field? 

COMMISSIONER DRUMMOND: Yes. 

MR. BOISVERT: Then the answer is in some 
cases, yes, to my knowledge. 

COMMISSIONER DRUMMOND: Now, I take it that 
this is the development you say, with the significant 
changes that you have outlined here in some very 
real detail, have actually taken place since 1948 
so far as Canada is concerned. Is there any reason 


why that particular starting date should have been 
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1948 rather than earlier or later? 

MR. BOISVERT: Will you accept my inter- 
pretation as being the best effort? 

COMMISSIONER DRUMMOND: Yess 

MR, BOISVERT: 1948 was the starting date 
in North America rather than in Canada: in Canada I 
think it started around 1952. The explanation, well, 
corporate competition, there are two teams with this -- 
the individually owned with the multiple access to 
enterprise, thirty some thousand plus, and with access 
to a job in the larger corporate organizations, That 
is the contract between the two veams, if you can 
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c During the war years expansion and store 


11f/el building was paralyzed by war regulations. Consumers 


were still being studied as to their behaviour by 


the most studious among those on both sides of dis- 
tribution, and a larger impetus was given to building 
the supermarkets. That started around somewhere in 
1934 and 1935; but when the resumption of the impetus 
took place after the war, with more ready money and 


by stimulation there have arisen some levers in the 


food field; people in Minneapolis, St. Louis, Chicago, 
Buffalo have taken a part in the leaders and given 

an example, and their efforts have been such that at 
the end of 1956, for instance, the independents have 
attained in the United States a position where the 


independents have one hundred more supermarkets than 


all the corporate chains. 

Those are the possibilities of dynamic 
intervention by the wholesalers, Does that answer 
your question? 

COMMISSIONER DRUMMOND: Yes, very good. 

THE CHAIRMAN: Would it be right to say, 
Mr. Boisvert -- when did you say it started? 

MR, BOISVERT: In 1948 in the States. 

THE CHAIRMAN: Would you agree that types 
of operation of great similarity, the type of opera- 
tion we know today, existed previous to 1930 and in 
the 20's? 


MR, BOISVERT: Yes. The voluntary group 
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movement is not new. I think I must have been re- 
miss in one statement. It started as early as 1922, 


1923, but most significantly in 1926 and 1927 when 
International started operating in the States. A 
number of such organizations took place in Canada as 
well just as early; I don't think we in Canada have 
ever been behind. Where we have been behind, we 
Nave been rather fast in catehing up, This was 
before the day of mass marketing, but competitive 
factors did not bring about the same stimulation, the 
same sense of urgency as may exist today, and some 
lasted through the process up to 1952 and they have 
rejuvenated themselves and gone to work. 

THE CHAIRMAN: Of course, the depression 
years certainly played a role in the change? 

MR. BOISVERT: Yes By 1939 or 1941 
the corporate chain stores! position had declined in 
share of business, and the reason, possibly, I haven't 
gone into that -- I have tried to live within the terms 
of reference, but they are relative and very signifi- 
cant. 

COMMISSIONER DRUMMOND: Would it be correct, 
Mr. Boisvert, to say that this whole development which 
has been started by this type of wholesaler has been, 
in a sense, the self-defence attempt to meet the com- 
petition provided by other corporate chains? 

MR. BOISVERT: What date, please? You see, 


from 1952 to date we nave publicly asserted that we are 
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not in business to defend ourselves, we are in busi- 


ness to advance, That is the climate under which 


we advanced, and no matter where we have come to, 
although we have not lost track of the curve, the 
business curves are still travelling somewhat this 
way. I have reason to believe that they will run 
parallel as they have in the United States. 

COMMISSIONER DRUMMOND: Perhaps we can 
make this distinction. Like everything else, this 
development must have had a starting date, perhaps 
We mLentG Say, in 1ts origins. Would that be the 
true explanation or the main explanation? 

MR. BOISVERT: The starting date -- at the 


beginning the failures we were able to analyse. We 


looked “av. i> detensively at the stuaru, quite maturaiiy. 


COMMISSIONER DRUMMOND: Now, you make, to 
me, avery significant statement. On page 8, about 
the middle of the page, you say: "Our challenge now 
is to develop the kind of financial corporations that 
will match the present facility of the large chains 
to secure large sums of capital..." If you 
are successful in meeting that challenge and do develop 
the kind of financial corporations that will match 
the large chains, will these financial corporations 
be fundamentally different from this three-way type 
of setup that exists at the moment? 

MR. BOISVERT: T am quoting here, and that 


part of the message is between quotation marks, depicting 
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the challenge of today. Although this is not in 
sight, not in immediate sight -- but I have it in 
remote sight -- the type of corporation that will do 
that in Canada. What was your question again in 
that case? 

COMMISSIONER DRUMMOND: You mentioned here 
that your challenge is to develop the kind of finan- 
elal corporations that.willl match the present Taciiivy 
of the large chains. What I am wondering is, if and 
when you do develop these large financial corpora- 
tions, whether they will be something different from 
or a substitute for your present voluntary chains? 

MR. BOISVERT: No, They will come in the 
immediate future. We don't see them as corporations 
such as depicted in the manner quoted here; we see 
it along with all of the other wholesale industries 
as a correction to the type of finance generally 
offered to small business. 

In the food field particularly we have 
proven time and again that an independent is just as 
smart as the other fellow; the only fault is that he 
doesn't know it. He is equally smart and born with 
the same mental equipment and courage. He is and he 
has proven it, and all he lacks is the money, where 
five million would be available to the large concern. 
Where this -- and this problem we have taken before 
I have met the Prime Minister 


the federal government. 


himself in September on this score and other pressing 
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matters. As far as the food field is concerned, we 
would subscribe to long-range government financial 
assistance programmes, and right now we try to take 
advantage of whatever financial assistance we have 
and put it quite effectively to work, That is the 
areavogvourserrorts now. 

COMMISSIONER DRUMMOND: Your present objec- 
tive, your present feeling, 1s, if you could get the 
financial assistance that your independent retailer 
really needs, you would like to preserve your present 
what I call three-way setup? 

MR, BOISVERT: Yes, Like the farmer, the 
retailer is a small business man, small capitalist, and 
if he still means anything in Canada's economy and has 
access to free enterprise, I think this Commission will 
do well to look into that vital area of operation. 

COMMISSIONER DRUMMOND: And you have pretty 
real confidence if this financial assistance could 
be provided your voluntary chain arrangement could 
hope to meet any competition any corporate chain 
could offer? 

MR. BOISVERT: My confidence in that, sir, 
knows no bounds. 

COMMISSIONER DRUMMOND: On page 11 you say: 
"hohe has been able to resist the relentless up- 
ward pressure of operating costs by counter-measures 
of his own in the form of rigorous efficilenctes and 


economies." I wonder if you would like to enlarge 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 4939 


Just a little on that? 

MR. BOISVERT: First of all, materials 
handling, and replacing the traditional lengthy 
assembly procedure by moving sacks of merchandise 
at one man's erloruy say. fifty-five paces instead 
of one or four; economic handling, better use of 
cubic space, shortening of assembly line, 

A new strategy is also described in there 
whereby he will handle gradually himself the assembly 
and delivery of those orders which are economically 
profitable, “Economically profitable" means profit- 
able, still leaving the retailers fully competitive 
with the chain stores. Where it is no more economic 
-- and here is the selective process I have described 
earlier -- is an indication to the retailers to come 
and help themselves in a self-service kind of store, 

We will buy pretty well at the same price as the 
bigger fellow, but he will economize in the trucking; 
small orders are always a risky problem, he knows. 
Those are some: I could cite many more, 

COMMISSIONER DRUMMOND: I would think you 
would say, wouldn't you, that you would hope to compete 
effectively by laying, as it were, the same kind of 
game, and perhaps even according to the same rules, but 
even doing it more effectively? 

MR. BOISVERT: Yee. 

COMMISSIONER WALTON: And the key to this is 


to help the efficiency of your retailer and get the adde 
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ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO KOLO 


volume sq that he may do the retailing and get the 
turnover, and that enables you to provide those 
services? 

MR. BOISVERT: Absolutely. One individual 
retailer -- where we start our curve is here, A man 
with no more than his share of normal resources 1s°in 
competition with the total collection of talents. TE: 
ya give him this assistance he is in business, but a 
Single individual retailer cannot advertise a full 
page in The Citizen, but, banded along with others, 
they do it every week end, many of them, many groups. 

COMMISSIONER WALTON: Do you charge at the 
present time any fees for this service, or is your 
increased volume able to offset the cost? 

MER. BOLSVERT: Completely offset. Despite 
those services the overall operating costs have come 
down, not only those operating costs but the national 
picture. 

COMMISSIONER WALTON: Because’ iT just nocteed 
that some times a service fee was charged, at the top 
of page 7. 

MR, BOISVERT: Actually the wholesaler 
agrees to sell to his retailers at his cost price plus 
what it costs actually to service him, nothing more, 
and keeping as his prorit one or one and a half per 


cent The lack of percentage profit 1s compensated 


by volume. 


COMMISSIONER MacKICHAN: In the pages from 
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ANGUS, STONEHOUSE @& co. LTD. 
TORONTO, ONTARIO ae 


3 to 11 you describe this 20-cylinder 1958 kind of 
wholesaler, but my question is this+ “donstatietics 
of the total gross profit and total operating expense 
include the four, six and elght-cylinder wholesalers? 

MR. BOISVERT: Yessy The figures I have 
given are the overall, I have a suspicion that before 
your hearings are over you will get an example of the 
actual type of wholesaler I have described. 

COMMISSIONER MacKICHAN: You speak of that 
as being the voluntary chain? 

MR. BOISVERT: Yes. I have described the 
type. It is that type that enables him to see into 
the future. 

THE CHAIRMAN: They are DBS figures? 

MR. BOISVERT: Yess The eventual reflec- 
tion will be the sharing of business. 

COMMISSIONER MacKICHAN: And the disappear- 
ance of the small wholesaler? 

MR. BOISVERT: Yes, to some extent; that is 
unavoidable. 

COMMISSIONER MacKICHAN: Unfortunate but 
unavoidable? 

MR. BOISVERT: Yés. 

M,. LE COMMISSAIRE MARTIN: Monsieur Boisvert 
d'apres ce que vous dites, je peux conclure que le mot 


“eooperation' signifie le travail d'ensemble, et il ne 


peut y avoir quelquechose de plus, 


_ MR, BOISVERT:  Indubitablement. 


‘ J 7 
_— | 
; | ee ay veqri 
2 ; 
: ns 4 
| tee ; 
, : i 
ed ' ’ 
; i ip 
7 be 
Lt Ae TE RINE | 
st ae Pepe wens 3 : 4 ' “i eke ogi 
RS Hts Ser Pi bah kee ie’ 
r T we = Os 
ik TLS. Oy To egy ei Rgee | 
ace : oh aE Ya ae os a ; 
7G y Abe Si Paes Se 
” 4 neh 
a 1 3 ak 
4 Thon iO a 
ee in : io 4 50 Re 
x i wt ” " i 
’ at uJ 
4 i nS ae 
: ae ‘ ye ; AOR 2 
P 
’ } a 4 
V2 EO" G4 Ak 6 aay 
o f. vr : ae : >] } 
- y 
: «PWS afte 
ee! : : 
wETAND, ayy 
. & 7 a 
ry « Be) ok 4 
a Trip a oy 
im ite bay j ne 
3 . ; 6 oth 
‘ P | ; 
. ‘Ane GQ 22aW.f 2.22. 
es i] Qin 
a ™F pp 


: i “ : 
> : od A 2 if é IF pe re p 
ol 
; ; Te eee 
» 2 6ta 
> Pa F 55 weak 
Le ae, ‘ = ‘ae 
, Dt 
‘ nti itt pe ali > 
= Ghee) Ue aeege eo) 
; P Log lieve 
_— oh ie 
x ; ov ad eed 
Y PASYEiie AR 
2 Se 
Hl t¢ eB 44 4 i” zy Pre) 
be os ROS Lh Se ae atte 
ea he 7 P 7 
Pit ; ive 3 Wonmot it, @ 7; a 


“sT8 i. yi ios afin’? ty Tjavaos4 
ad en al iin =] 40 g Ti 
cap oe aot ersqeagy 
(O04 0 Cegsio 
ak te nies 


; i iaalatieeipteel ere 
os - S ape E> gee 


ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO agne 


M. LE COMMISSAIRE MARTIN: Je voudrais vous 
demander s'il y a eu des raisons particulieres pour 
que la marge de benefices, de benefices bruts, par 
example, que vous nous Signale comme ayant determiner 
l'avantage du Quebec, s'il y & quelque raison 
particuliere qui puisse l'expliquer? Vous qualifiez, 
en sommes, ces marges ou ce pourcentage comme une 
declaration d'efficacite, cela veut dire que, dans 
fe Quebec, 11 y a une plus Brande er ficaeive, wre 
plus grande concurrence, 

M. BOLSVERT: Une plus grande concurrence, 
c'est exact. Ii n'y a pas d'autres explications. 

Les grossistes de la province de Quebec ont commence, 
des 1952, a avoir leur programme en ce sens, ce 

qui leur a fourni l'occasion de combiner leur marge 
gerprofict brut et creer des benetices, je cro.e. 

pour les groupes volontaires qui ont forme une 
noyaute de certains clientset qui ont procurer des 
commandes par des moyens superieurs, et la marge 

des profits a augmente. En plus ae ¢ela, 2 ya 

eu dans la province de Quebec l'apport des groupes 
volontaires qui sont en tres bonne sante, 

COMMISSIONER MARTIN: May I ask you a ques- 
tion in English about the last word in your brief, be- 
cause I know a man who may be very interested in your 
comments about the --- 

MR. BOISVERT: What page? 


COMMISSIONER MARTIN: The last words of 
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ANGUS, STONEHOUSE @& co. LTD. noes 
TORONTO, ONTARIO 


your brief. 

MR. BOISVERT: “ARea of marketing"? 

COMMISSIONER MARTIN: OES You mention 
efforts in the area of marketing. What would you have 
ay mind? 

MR. BOISVERT: i have this in mind. May I 
offer this to the Commission? (Witness produces 


the following publications): 


ds Better Agricultural Marketing through Research. 
Agriculture Information Bulletin No. 183 

ee The Year Book of Agriculture 1954, 

a How Some Wholesale Grocers Build Better 
Retailers. Marketing Research Report 
Now Le. 

Ky, Methods of Handling and Delivering Orders 
Used by Some Leading Grocers, Mar- 


keting Research Report No. 13. 


ae Methods of Increasing Labour Productivity in 
and Small One-Floor Grocery 
Warehouses. 
oe Methods of Increasing Productivity in Modern 
GYocery Warehouses. 
‘Ss Views of Independent Grocers of Wholesaler- 
Retailer Relations. Marketing Research 


Report No. 42. 


or Improving the Performance of Retail Food Store 
Cashiers through Better Training. Mar- 
keting Research Report No. 48 

9. Improving the Efficiency of Retail Grocery 
Clerks by Better Training. 

10. Improving the Effectiveness of Supermarket 
Managers. 

Les Job Attitudes of Supermarket Employees. 


aes Clinics for Retail Food Store Produce De- 
partments. 


18s The Check-Out Operation in Self-Service Retail 
Food Stores. Agriculture Information 


H e 
ere Lee ' 

| 7 a ‘ ria ; | 

Byat fs PU fait: wk tgienees Ve dete a Ete 


i : i 
Feta Th = ‘CON Phere aey 4 
ee es ee eT ty et } 


we 


ive 


Wee {Hire ae en ce or Riiy trmod, od eh Rane 239%p 


{ wal das fh twif gakwaliet td 
het Sy : Sone) o By carrie Ket isnge 1m4 fof fas if 
Es" ON REPL 2” fs SEES TAT ery Leeles 


(AO? SUITES Id Heel es’ aelt s 


SA ui A My el 3 yt " '4uslonuw hier’, woH oe 
ye ors wz Ualtga pe iqallisesor 
Ss. so 


Ste , : - . & 7 ny al 
ae ae © Wie - SAL arse “Lo: nbevidah »# 
iv pers ins the Pm t ies V1 Thogt 


Te oe a ei Tetegueh anita) 


\ i 
bat ae a ins + - . vw = . 
LMU OOS SAL Mei eeient a dtedlese ak 
ji al se -(h3 svt el -¢ 
| 2s Pee ria aut bot. |4 = 
O2L Oh Ws ] 
ppl i coy eet hal io De iil - tea wwe) ‘ea 
i? f air d A, ee rad “£9 ples 
a 5 yt SO } Logon 
marvser ¢ x 7 ; " P . : 
Suite ds ii “- I” Sgt e4. of) gil Tori nal as 
"tal - ihe ty i) SORIoR ogwerds aretiis 
| 0" opel Porn slbSeo) 
-_ ' — 
my 6 . + - a s é « @ 9 = i ei lJ ‘ - = 7 
Ve LEG po pomePe Peis es at ier agai a 
YALA faery! et get Yd wae ES 
1s ie =m va a " r v a9 ¢ =~ 4 
Sota ipa) <] SSNOTES 86 TIE sit adivoton] he 


eT 
SB SoCR Pets “ooh Atenas ae p etWELIT4 Gol GED 


eh eikctens a Tete, whys Jatt, tol, wet 
ie | : ; hieonetdce. 


- a Y fae 2 
tad aut eels so iait embete re 
a sine a Sala 


ANGUS, STONEHOUSE & CO. LTD. non 
TORONTO, ONTARIO 


ah Some Improved Methods of Handling Groceries 
in Self-Service Retail Food Stores. 
Marketing Research Report No. 7. 


Ee Receiving, Blocking and Cutting Meats in 
Retail Food Stores, Marketing Research 
Report No, 41. 


Les Packaging and Displaying Meats ih Self-Service 
Meat Markets. Marketing Research 
Report No. 44, 


sige Principles of Layouts for Self-Service Meat 
Departments. Marketing Research 
Report Now 77. 


13, Survey of Distribution Practices for Pre- 
packaged Frozen Meat. Marketing 
Research Report No. 137. 

19. Improved Methods of Trimming Produce in 
Retail Food Stores. Marketing Re- 
search Report No. 192. 

20. Unloading and Receiving Produce in Retail 
Food Stores. Marketing Research 
Report No. 129. 


ene Cost and Sales Results of Alternative Methods 
of Handling Bananas at Retail. 


Le. Some Comnoarative Methods of Packaging 
Potatoes and Oniones at the Point 
of Distribution. 


23 Better Utilization of Selling Space in 
Food Stores. Marketing Research No. 33. 


a Space Allocations for Grocery Items in 
Food Stores. Marketing Research 
Report No. 80. 


EAS Imoroved Handling of Frozen Foods in Retail 
Stores. Marketing Research No. 104. 


26, Citrus Coder Cuts Cost. 

oa a Faster Price Marking. 

Ale Improved Meat Retailing. 
29 Bag Closure Costs Compared. 


30; Retail Customers Prefer Packaged Produce 


_ Displayed with Bulk. 
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ANGUS, STONEHOUSE & co. LTD. 4945 
TORONTO, ONTARIO 


31. Agricultural Marketing 


323 Improved Methods of Displaying Produce on 
Wet Racks, 


333 Use of Recording and Transcribing Equipment 
in Loading Delivery Trucks of Produce 
Wholesalers, Agriculture Information 
Bulletin No. 43, 
sue Methods, Equipment and Facilities for Re- 
celving,Ripening and Packing. Mar- 
keting Research Report No. Qe. 
Silex’ Materials Handling in Public Refrigerated 
Warehouses. Marketing Research 
Report No. 145. 
COMMISSIONER MARTIN: That is too much, 
MR. BOISVERT: I won't ask you to read any 
more than the first half, or something, But here is 
what I meant. I am glad this came up, because I 
would have had to ask permission to add this. This 
came from the United States Department of Agriculture, 
Agricultural Marketing Research Board, and here is a 


little synopsis of what they ghave to offer: On the 


rising costs and practices, reducing waste and main- 


taining quality, inproving handling facilities of the 
agricultural products that Uncle Sam wants to see 
through to the consumer have been effectively and 
dynamically -- other than wheat, because wheat is 
largely governmental. This is the complete library. 
COMMISSIONER MARTIN: May I ask you this 


one in French? 


Vous voyez ce sraphique ici, evidemment il y 


une ligne inferieure qui indique une diminution des 


prix de la ferme et, dans votre memoire, vous parlez 
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ANGUS, STONEHOUSE @& co. LTD. 
TORONTO, ONTARIO 


de l'efficacite des operations, Or, je suppose que 
l'efficacite des operations couvre, ou ca peut couvrir 
toutes et chacune des operations, et cela doit, 
evidemment, ce repeter au niveau de achat. Est-ce 
que cette efficacite des operations dans le domaine 

de la distribution peut avoir eu pour effet de 
redulre, ou d'amener une reduction dans le prix des 
produits de la ferme? 

M, BOLSVERT: Est-ce que je peux vous 
repondre en Anglais pour le benefice de Madame Walton? 

The answer -- I have referred to other 
figures as efficiency Indexes, and handling products, 
the total cost of which we have little or nothing to 
do with, 

With time to answer Mrs. Consumer's re- 
quirements or to gain her acceptance and eventual 
payment of the product, there have been added 
ratings, labels, advertising, art work. You see, 
we have handled more efficiently, and to that extent 
done our share to reduce the total cost in a contest 
which involves more prepared foods, more leisure for 
Mrs. Consumer, and by the vote of Mrs. Consumer her- 
self. I would call for enlightenment of Mrs. Con- 
sumer who has been interested in getting her products 
at the lowest possible price. I think that is beyond 
our field. We have pleaded not guilty on that score, 


and I can hardly go beyond that. Although I have 


some notions of my own, I disclaim authority to discuss 
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them here, 

COMMISSIONER KIDD: Mr. Boisvert, I refer 
to the description of how you carry on certain parts 
of the business, Now, first of all, you say ay 
master plan, In the master plan would you use 
premiums or any other advantages to the buyers when 
operating this plan? 

MR. BOISVERT: The master plan, sir, 
generally, as I have seen them, may embody total 
features, such as we are going to re-engineer your 
store, we are going to, if we can, find money for you, 
we are going to advertise for you, we are going to 
keep your accounting. Then, you see, when we say 
we are going to merchandise for you, that implies that 
we refuse to tie in with manufacturers' promotions. 
They originate from the individual's operation on 
the strength of their own total freedom to do so, and 
I am not one to prove or disprove the picture, 

COMMISSIONER KIDD: I am interested in the 
phrase "customer selection . I have a number of 
questions in that area. The first one was that, 
and the second one is, do those who are selected 
receive any benefits because of their patronage? 

MR. BOISVERT: Because of their affilia- 
tion? 

COMMISSIONER KIDD: Well, if you want to 
call it affiliation, that is one thing, but I am 


thinking of when they buy from the wholesaler, 
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MR. BOISVERT: They are being selected for 
a marketing strategy reason only. First: of ei, 
they are recognized as a competent or promising 
operation; they are located in a desirable area where 
they will be able to expand, and it implies this pro- 
cess being included in this way. In this case whole- 
salers are conscious of the difficulty for the fellow 
left out. They can't give two neighbours the same 
identity. What they do -- they will contact a 
second group with a second identity in which they 
willl include this second fellow here. If the other 
fellow is of a type that has not too much promise, 
the promise of economy because of the volume, they 
may introduce him to cash and carry and give him the 
lowest possible price. 

COMMISSIONER KIDD: Are you saying that 
the only advantage is through this system of helping 
him to arrange his store? 

MR. SBOLSVERT: To grow. 

COMMISSIONER KIDD: It doesn't come about 
in the form of cash discounts for quantities or pre- 
miums or anything like that? 

MR. BOISVERT: Premiums or promotional 
activities at a cost which he will pay. 

COMMISSIONER KIDD: But not in the goods 
themselves? 

MR, BOISVERT: Maybe occasionally. 


COMMISSIONER KIDD: In this low-cost depart- 
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ment, where are the advantages in the low-cost depart- 


ment to any buyer? If there is no price discrimina- 


tion or price differential, rather, as between buyers, 
where does the low-cost department come in? 

MR, BOISVERT: Well, there is -- by the way, 
I would be happy-- I wouldn't like to be impertinent 
or uncoperative, but if you ask those questions of 
your visitor this afternoon, you will be sure to get 
authoritative answers. 

I will tell you what I know exists. Where 
an affiliate is a large-type buyer, he will be ser- 
viced at the same price to the chain stores branch, 
at the same cost or sometimes lower than the cost of 

| servicing the outlet of the corporate organization. 

| But then many times the cost of servicing is based 

| on volume, on a sliding scale arrangement; it may 

| start from two and three-quarter per cent, which is 
lower than any corporate organization cost of whole- 
saling, and up to five per cent, and sometimes a 
minimum of ten dollars being exacted because a whole- 
saler would refuse to move his truck for less than 
that. The rest is marketing and merchandising, 


pretty much accidental or incidental to the basic low 


COMMISSIONER KIDD: Now, does this person 
or the firm who comes in under the low cost, comes 
in in the low-cost group, actually get his goods at 


cost arrangement. 
a lower cost than the bigger buyer? 
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MR. BOISVERT: How do you put that? 

COMMISSIONER KIDD: I am trying to imagine 
in my own mind where can the low cost be, How can 
there be any differential between the low-cost buyer 
who doesn't get all these services you are talking 
about and the selected group which does get all the 
services? Is there any advantage in price to the 
low-cost buyer? 

MR. BOISVERT: I get you now. The man 
who gets the services pays for them over and above 
the cost of his merchandise. If he gets the account- 
ing service, for instance, on top of his low-cost 
service, he pays for it, and if he gets the adver- 
tising he (pays for 1t, he is billed for ig. 

COMMISSIONER KIDD: In the next paragraph 
you say: ~.. . the retailer now welcomes the dis- 
tributor's superviser to help him sell. This man is 
an all-round competent manager.’ Does this indicate 
that you have, in fact, a degree of control over the 
Petal fer? 

MR BOLSVER®: A degree of control throurgn 
leadership, not through mandatory -- the man is still 
the owner of his store. 

COMMISSIONER DRUMMOND: Is the owner of the 
store in a position to quit the organization if he 
wants to? 

MR. BOISVERT: Yes, sir. 


COMMISSIONER KIDD: Now, we have this degree 
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of Control «then; Now, does the person who assists 
in the way you have outlined here in helping the re- 
taller to sell have any influence in the price the 
retaller quotes to the customer? 
MR. BOISVERT: Yes, he usually suggests 
to them what the retail price is going to be. 
COMMISSIONER KIDD: Would you say this was 
a type of price maintenance? 


MR. BOISVERT: No, that is quite another 


thing. 
COMMISSIONER KIDD: What is the difference? 
MR. BOISVERT: The difference is -- take 
the case of one commodity, floor wax. There would be 


price maintenance if there was collusion between all 
buyers to sell at not more than that, But those 
things just don't work that way; price is made by 
competition. You try to be competitive, to reduce 
the price by 2 cents. There is no such thing as 
price maintenance in suggested selling price. This 
is one area which has been carefully cleared from 
other governmental operations. 

COMMISSIONER KIDD: If everybody took the 
suggestion, would it not be the equivalent of --- 

MR, BOISVERT: It has not been the case, 
Even the one who has not adhered to it is interpreted 
as not being in breach of the legislation. 

COMMISSIONER KIDD: Does this indicate a 


growing degree of control of the independent retailer 
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by the wholesalers? 

MR. BOISVERT: Not control but an interest, 
direction, coordination. The wholesaler supplies 
him with the benefit of the Knowledge and know-how, 
no matter what it might be. 

COMMISSIONER KIDD: It does look like the 
development of vertical integration. 

Mi BOLSVERT: No, Vertical integration 
is the integration in the ownership of a same -- in 
the manufacturing and wholesale-retail function. 
There is distinct individual ownership on the part of 
the retailers, wholesalers and the manufacturers. 

COMMISSIONER DRUMMOND: That would be the 
final stage in vertical integration, when you had the 
three munctions all in the one jmand? 

MR. BOISVERT: Yes. 

COMMISSIONER DRUMMOND: But you could have 
the elements just by having a series of contracts 
between the several organizations? 

MR. BOISVERT: The elements are always there 

COMMISSIONER KIDD: I would like to con- 
tinue this, but we are on an extremely tight schedule. 

COMMISSIONER DRUMMOND: I will continue on 
this point for one question. Now, could it happen 
that the large organization be in a position to 
acquire many of those stores, those affiliated stores, 
once they get to be profitable concerns? 


MR. BOISVERT: What prevents it? If I may 
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SO answer -- I wouldn't like to be inpolent, buts I 

see nothing that prevents it if the man has the de- 
sire and the money. We could talk a great deal about 
the implications, but the implications are quite -- 

we are quite alive to the implications where such 
situations may arise, and the people are alive to 
them, too. 

COMMISSIONER DRUMMOND: LbY sve} face thar, 
on that point, today we have an increasing number of 
independents who will have several units, in other 
words, small chains. Are the independents who operate 
more than a single store among your affiliates? 

MR. BOISVERT: Independent retailers opera- 
ting more than one store? They can operate two, 


they can operate three, they can operate four or 


operate ten. Usually in the United States, when 
they operate more than eleven -- I don't know why the 
figure eleven -- they are considered corporate chains. 


In Canada, when you operate more than four, you are 
considered a chain. I don't know so far of -- as 
a matter of fact, personally, I don't know of any one 
independently-ewned chain of less than ten stores 
that is not already identified as such, and none of 
them is a member of our organization. 

COMMISSIONER DRUMMOND: There wouldn't 
really be any reason, there would be nothing to pre- 
vent them affiliating with the wholesaler? 


MR. BOISVERT: Up to the time -- you see, 
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what makes the basis of any association in any of the 
fifteen thousand or eighteen thousand associations 

in North America is continuity of interest. Now, 
what are we aiming at, what is our constitution? 

I think we have identified our group as being that 
which represents individual ownerships and free 
access thereto. 

COMMISSIONER DRUMMOND: The independent 
who has several units is aiming at the same general 
objective, isn't he? 

Mie SBOLSVERE Yes, Wem ks. We have one 
company who was a member who is -- and I have described 
that type already -- who goes into the process of 
pre-empting in a free competitive way all the locations 
foo Cal lay ite hands: on, It opens up the stores, 
owns them, and operates them until a retailer can -- 
in fact, they are our members by philosophy. 

THE CHAIRMAN: Mr. Boisvert, one question 
on which you may care to comment on, It has been 
said to us that chain store operators have very high 
costs, and the only way they can meet the competition 
at the retail consumer level is through their buying 
power which they use and to get quantity discounts, 
allowances, and also to push back prices right to 
the farm through the processors. Would you care to 
comment on that? 

MR. BOISVERT: Mr. Chairman, having no 


figures on that I could not comment. If I had the 
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figures I would. 
THE CHAIRMAN: The only thing left, then, 
is to thank you very much for your presentation. 


We will adjourn until two-fifteen, 


~--Whereupon the hearing adjourned until 2.15 p.m. 
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Submission of 
M., LOBE LIMITED 


Appearances: 


Mr, Bertram Loeb President 
Mey ace C... HOPWLEZ OC. Counsel 
THE CHAIRMAN: We will now hear a pregen- 
tation from Mr, Loeb, Would you care to introduce 


the gentleman, Mr. Loeb, with you? 

MR. LOEB: Mr. Chairman, Mrs, Walton and 
members of the Commission, the gentleman to my right 
aeelies Uh Ce Horwitz, ec. 9 the attorney of M. Loeb 
& Company of which I am president. 

THE CHAIRMAN: Would you please read your 
PrLee? 

MR. LOEB: aoe y My name is Bertram Loeb 
and I am President of M. Loeb Limited, wholesale food 
distributors to 113 affiliated food stores and some 
2500 independent retail merchants of various types. 

My presentation in this report covers our sponsorship 
of IGA food stores who are primarily concerned with the 
retail distribution of food in competition with the cor- 
porate chains. The area we cover can be defined rough 
ly by Cornwall to the east, Kingston to the west, and 


Pembroke to the north. 


ic voldetmia 
oe 
WIAs ROL 


<_< 
' Ll eh ot dasal “es oyrse Z 
a ™ . 3 
i eS eaitic «2-2 ealwitht 9S .% .o 
.F 
— ep; Pablo ——— 
he eHene Te? ame ee Sle ew)” -araRe nity A 
- . a ‘ 7 3 4 m Pee ¥ aioe ¢ 
SRW GB! oe to LW :da2 vo" Wet nod eae 
‘OY (Ile eteal oe (ore iin ere 
sonthy «Site! SRLS 2M Sten i 
/ ye : # he _ rey i a 
ad s eet NE ake 4 Mos 3} f Pr) eo > 7 1S ; Ae} 
5 
ae _~ wat e« win a 7 i Me They } 7 Py Sal ‘g f 
j 
Spang mad edi 1 ye Ss aha 
: ‘ Shiite Dito + ap aes 
* 
old 
UW & £% TLRs st ee ze, 4 4 es s& bt ’ 22 .* hada : 
ROW sisgai ai: .neas sii Geal..%: 50 sashiasar? aa 7 (kam 
, 
Ae OE SWIOh) foo} Dereriflts Pil os eresouseragen 
, 
e . : z [ 
*9Qy) A0GC Meer to acerca. dpaden tnevliosashai? Gare 
» if 


LAPSi She ys TAs Seuss: Jeogsa als AP Wor ssid: tg: aS 
Hessit se lhonryierte Uf idgelisesyae ore “Ssqors boot se] Je 
Ba ahe Sl. obs hots ni Boed te waiedaivFans *jsadeie 
P * o er a Ss we vt 

PeOy Sank. Mh Reo ewo ow Bese cru! |) euiein ieee 
MGS SF eN oA note aj ase Udsitey eaten a 


ao 2A Boe we 


jon. 


4957 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


While we are primarily wholesale food distri- 
butors, our role iii so far as retail food distribution 
is concerned is that of a supply depot similar to that 
of the corporate chains, and we provide most of the 
services that corporate chain headquarters would pro- 
WldenGO 1tseretail outieta. These include a one 
source supply of merchandise such ag groceries, umeats, 
produce, dairy, health and beauty aids, frozen foods, 
Store supplies, etc., meat and produce specialists in 
supervision, store location and development, store 
engineering, retail accounting, advertising, retail 
pricing programme, leasing and financing, a controlled 
stamp programme, planned sales programme, personnel 
training programme, and other aspects concerned with 
retail operations. Our competition at wholesale 
is not the conventional type of wholesale grocer 
but rather the corporate chain at retail, and though 
we may be wholesalers in form and fact, we are retail 
in our thinking and planning. Our competition is 
the corporate chain for whom we have the greatest ad- 
miration and respect and whose methods of merchandis- 
ing are outstanding. It. is our opinion that mo 
other retailing method has made so distinct a contri- 
bution to the economic welfare of the nation as has 
that of the chain supermarket. 

This presentation covers in principle three 


main aspects of the problem for which this Commission 


has been assembled: 
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‘ee Our opinion of some of the causes of the 
Spread between the prices received by 
producers of food products and the prices 
paid by consumers, 

(2) A factual report on the use of trading 
stamps in which our company and retailers 
are widely engaged, 

(3) Some suggestions on what might be done 
to reduce this spread. 

The food market is the largest of all con- 
sumer markets. In the past ten years it has more 
than doubled in volume and while retail food prices 
rose some 50 per cent, the actual money spent on 
food has almost doubled. The food industry is 
directly responsible for about one-sixth of the value 
of all goods and services produced in the country 
and consumer expenditures during 1958 will exceed 
Fevenbitiion dollars for food, It is estimated 
that nearly one person out of every four at work is 
Girectly or indirectly connected with the food busi- 
ness. The steel workers who roll the tin plate for 
the canning industry, the mechanics who produce 
refrigeration and cooking equipment, the railway 
employees and truckers who are responsible for 
transportation, the advertising agencies and news- 
paper publishers who publish the advertising, all 
these and countless others are partners with far- 


mers, fishermen, processors, packers and growers in 
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the never-ending job of getting the food from the 
farm to the table, It is, therefore, not surprising 
to find that directly or indirectly many phases of 
our economic life are intricately involved with the 
distribution of food and therefore would have a 
divectwetrect on its price, In addition to’ these 
factors, there have been very basic changes in the 
way Canadians live, work and play, and this has been 
reflected in the nature of merchandising and sales 
methods, 

Many people are moving out into the 
suburbs and with the growth of shopping centres in 
many suburban areas, giant food stores have arisen 
which provide one-stop shopping for consumers re- 
quiring large markets on expensive land, lavishly 
equipped, and with huge parking areas to attract 
their clientele. With the rising income and people 
demanding more services, a new line of convenience 
food such as prepackaged meats, frozen food, prepared 
dinners, cake mixes, powdered milk, cleaning supplies, 
etc;, have arisen, which the’ consumer is willing ‘to 
pay for in order to make life somewhat easier, Ai gt 
addition, people are busier and prefer to shop less 
frequently, generally on week ends, or in the 
evening, thus requiring longer hours for the super- 
market, and a higher ratio of expense. 

We also submit. that a reason for the price 


spread is the ultimate disposition of the product 
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raised by the farmer or grower, Let us take the 
example of peas which, at one time, were marketed 
primarily as a fresh product, Today these peas 
will be carefully examined, graded, and a large por- 
tion of them would end Up as canned peas, with the 
price to be determined by the cost of the services 
required to market them proritably., They may .also 
end up as a frozen product, with the cost of ser- 
vices even higher, since refrigeration and freezing 
is today a rather expensive form of distribution. 
These same peas can also be used in part as @ part 
of a prepared frozen dinner which could contain one 
Other vegetable and a portion of meat, all pre- 
cooked in an aluminum container, wrapped, frozen 
and widely advertised, and distributed at considerable 
expense. Tne sale of this type of convenience 
food is growing since Canadian women prefer to spend 
less time in the kitchen and more in gainful employ- 
ment. 

Let us take the cost of a 50-pound bag of 
Canadian grown potatoes which, at one time, sold pri- 
marily in their original form and was used by the 
consumer at the dinner table. Today an increasing 
percentage of these potatoes are converted into many 
by-products such as frozen french fried potatoes, 
potato chip snacks, dehydrated potatoes, and various 
other forms, to be sold on a year-round basis, many 


times the retail price of the potato in raw form. In 
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no case is the farmer or grower receiving a higher 
premium for the potatoes and as mentioned earlier, 

he does not know the ultimate disposition of his pro- 
ducts, which may account for some of the spread, 

World market conditions have a distinct 
bearing on food prices in this country which is 
evidenced today by demands made for Canadian cattle 
by American packers, and while the law of supply and 
demand exists in international trade, and Canadian 
farm products and livestock are reaad iy, marketable, 
there is bound to be an effect upon the ultimate 
consumer price of foods in this country . 

Ties Sour opinion, therefore, that the 
actual cost of the food itself to the consumer has 
not risen appreciably but that all the services in 
connection with that food, plus the changing nature 
of our way of life, the demands for convenience, 
the increasing competitive aspects of our economic 
way of life, have been the primary factors in the 
increase, and therefore in the spread, 

Use’ of Trading Stamps: During the course 
of this Commission's investigation, there have been 
various suggestions made that trading or premium 
stamps, as well as tape plans, have been responsible 
for increase in the price of foods. It has even 
been suggested that trading stamp companies are 
‘parasites in the handling of food products and they 


tend to divert the consumer on the basic issues of 
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quality." 

Back in 1905 the Federal Government passed 
certain legislation forbidding the use of trading 
stamps due to extremely unethical practices engaged 
in by a number of stamp companies, At that time 
there was a tendency on the part of the stamp companies 
to sell stamps to retailers who, in turn, issued them 
to consumers and then failed to redeem them as promised 

In order to avoid such malpractice in the future, 
the Criminal Code defined certain regulations that 
must be maintained in order to permit stamps to be 
used legally as a promotional device. In May, 1956, 
a group of IGA stores, under the sponsorship of M, 
Loeb Limited, introduced the Gold Bond Stamp plan for 
the express purpose of meeting similar promotional 
techniques of the supermarket chain which, while 

| different in form, were similar in purpose, The 
best legal advice in Canada was obtained and the plan 
was introduced in an attempt to remain competitive at 
retail level, and to express our appreciation to our 
customers for their patronage. In essence, stamps 
by one retail organization competes with the cash 
register tape of a second organization, or radio or 
TV programme, or give-away programme of still another, 
and it is for the retailer to decide which promotional 


device best fits his type of operation. 
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It Es our “opinten Ghat the stamp pro- 
gramme which we operate will, in the long run, benefit 
more people than any other type of promotion since the 
consumer is rewarded in proportion to her purchases 
and the stamps are redeemable at any time in merchan- 
dise for the face value appearing thereon, 

Actually, stamps are only one of several 
competitive tools available to the merchant seeking 
to increase his business volume, Some may give a 
discount for cash, others may cut some prices and 
feature loss leaders, others may use prize eontests, 
give-aways, and other promotional devices. ALioor 
these sales methods have two things in common, 

First, to be successful they must pay their own way 
by the creation of new business volume and second, 
they cause competition, which has the beneficial 
erfect of helping to hold down prices, ‘even during 
inflationary times. 

The suggestion that stamps increase the 
price of food has no basis in fact and the Dominion 
Bureau of Statistics would indicate the exact oppo- 
site. The City of Ottawa Is the only mnajoricity 
in Canada where a major food retailer issues stamps 
with its purchases and yet the Dominion Bureau of 
Statistics indicates that the cost of food in Ottawa 
4s lower than that of either Toronto or Montreal, 
which is in the same general trading area with 


supplies coming from the same sources, and neither 
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of these cities issues stamps. 

In the United States research organizations 
have made many surveys to determine the effect of 
stamps on the cost of food and the results of these 
Studies by marketing experts indicate that there was 
no evidence that stores giving stamps charged higher 
prices than hon-stamp giving stores and a further study 
of the government legislation price index indicated 
they found that food prices have risen less in cities 
where stamps are given. 

In our own trading area we have been able 
to continually increase sales and earnings for our 
retail members with the use of stamps, and on regular 
price checks with competitive supermarket chains, 
we find that it is possible to issue stamps to all 
Purchasers and not find it necessary to increase 
prices, Actually, with increased volume paying 
for the cost of stamps in most instances, many of our 
stores have been able to reduce prites on many items 
which serves to indicate that a stamp plan can be 
counted among the anti-inflationary forces operating 
on food prices. In addition to this, many millions 
of dollars worth of goods and services have been 
created by the production and distribution of the 
many premium items redeemed in exchange for stamps. 

To further substantiate our contention 
that stamps have no bearing on the cost of food, it 


will be observed that the spread between farm prices 
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and consumer prices were at their lowest ebb in the 
year of 1956 when stamps were in their greatest use. 
Recommendations: it is our opinion, that 
the spread between farm prices and consumer prices “le 
not unreasonable, Through efficiency in distribution, 
greater productivity and mass selling, the food indus- 
try has succeeded in minimizing higher costs. The 
average Canadian today can secure much more food for 
the same amount of work than he did ten years ago, 
If we take one hour's work for our criterion, then 
for every one pound of food bought in 1947, the worker 
ean, in 1957, buy 1.6 pound of butter, 1.3 pound of 
eheese, 1.2 pound of steak, 1.3 povnd of bacon and 
L2G pound of potatoes. This, in our opinion, is 
the best example of how increased standards of 
living can be brought about for everyone by the intro- 
duction of efficiency in all phases of distribution. 
Since one-half of the population of Canada 
lives in rural areas of 25,000 population or less, it 
is possible to reduce even further the cost of food 
in many smaller communities. This can be brought 
about by some form of government assistance to smal- 
ler independent retailers who, together with their 
wholesalers, can be put into the position of pro- 
viding smaller communities with the type of services 
available to their shoppers only in chain super- 


markets in large urban areas. 


The backbone of this country is still the 
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independent merchant and his primary problem today 
is the lack of financing and know-how in order to enable 
him to compete with the efficiency of chain supermar- 
kets. By developing a programme of aid to small 
business, 1t is possible in our opinion to provide 
many small merchants with the aids to develop an enter- 
prise in their own trading area which would eliminate 
long distance shipping and distribution, all at high 
costs, to outlying areas. 

It is also possible that the primary pro- 
ducers are not employing the most efficient methods 
in the growing and processing of their products. In 
our discussions with packers and growers, we have 
observed that many of them are too small to operate 
profitably, and that their entire production is taken 
up by one large retailer who, in many CSaSep,' 1s not 
concerned with the cost to the grower but rather 
with the end selling price. Possibly a Government 
Marketing Board or some agency appointed by it can be 
set up to determine what is a fair and reasonable 
price, based on market conditions, and other considera- 
tions. 

We trust this information will be of some 
use to you in your deliberations and wish this Com- 
mission every success in its endeavours. 

THE CHAIRMAN: Thank you very much, Mr. Loeb, 


I presume that you are ready to answer certain ques- 
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MR, LOEB; Yes, sir, I will be very happy 
to, 

COMMISSIONER DRUMMOND: Me. ‘Loeb; “I just 
want to get perfectly clear on what your own particu- 
lar setup is. You state that your firm is a firm 
of wholesale food distributors to P13 er rritia ted 
food stores and some 2,500 independent retail mer- 
chants. You distribute to il3 ent tigated) food 
BuOres: ibys arfiliated’™ do you mean stores which are 
your own stores? 

MR. LOEB: No. I might explain that in 
this manner: I would like to discount the 2,500 in- 
dependent retail merchants, because they are not 
primarily concerned with the distribution of food 
except they are small corner groceries, and so on, 
The 113 affiliated food stores are all independently 
owned: 98 of them operate under the IGA franchise; 
the other 15 operate under Muchmore Stores, which is 
a secondary group. All the stores are indepen- 
dently owned and managed and affiliated with our firm 
by contractual agreement. We have a signed agree- 
ment which states, in essence, that we will provide 
certain services to them, such as advertising, source 
of supply, legal counsel, promotional methods and 
supervision, etc., and they, in turn, will concen- 
trate all their purchases with us and maintain our 
suggested selling prices and standards of cleanli- 


ness, etc. They are independently owned, but we, 
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as their supply depot, are bound to them by a contract. 
That contract can be rescinded on 30 days on the part 
of either party if one or other fails to live up to 
the agreement, 

COMMISSIONER DRUMMOND: Well, in addition 
to that, isn't it so that your firm themselves operate 
and own a number of food stores? 

MR. LOEB: Our firm does not own any stores 
in our group ~-- any stores at all. It is a family- 
owned business, and it owns only the wholesale dis- 
tributing company, but all the IGA stores are in- 
dependently owned. For your information I might 
mention that I, personally, have a very small minority 
interest in several of these stores by way of invest- 
ment, but the firm, as such, does not own any of these 
stores. 

COMMISSIONER DRUMMOND: Perhaps you could 
take the further step of explaining to us just for 
our clarification what the relationship is between 
your firm and, say, IGA? 

MR. LOEB: Our firm, as I mentioned, is 
independently owned, and we are franchised by IGA 
headquarters from Toronto. IGA Canada Limited is 
a wholly-owned subsidiary of the United States and 
we are franchised in a specific area defined by 
IGA does not own any stock in our com- 


counties. 


pany, and we don't own any stock of IGA. The only 


relationship is that IGA headquarters acts as a 
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headquarters buying organization for our company and 
provides us with some of the services that we give 
to our retailers, such as advertising promotion, 
supervision, “etc. We pay to IGA headquarters an 
annual fee of one-fourteenth of one per cent of our 
volume, and, for the services, the one-fourteenth of 
one per cent of our volume is a very negligible 
factor for the services they provide. 

COMMISSIONER DRUMMOND: But in these 
services they do act as the headquarters? 

bin.) “LOEB: And buying organization for 
controlled labels only -- for a specific number of 
products. 

COMMISSIONER DRUMMOND: Among the services 
which you give to the independent retailers, which 
you spoke of, is the service of helping them become 
more efficient and up-to-date? 

MR. LOEB: Yes. 

COMMISSIONER DRUMMOND: To expand and to 
get credit, and you say among other things, you, your- 
self, have a financial interest in a few of them? 

MR. LOEB: Personally; it is a personal in- 
vestment I have in some of these food liners. 

COMMISSIONER DRUMMOND: This whole type 
of activity, this arrangement that you have with IGA 
at one end and the independent retailers at the other, 
it is really an arrangement designed to effectively 


compete, is it, against the corporate chains? 
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2 MR. LOEB: Exactly. 

COMMISSIONER DRUMMOND: You state in here 
some place that you have profound admiration for the 
corporate chain? 

MR, LOEB: Yes, (Sie. 

COMMISSIONER DRUMMOND: Have you any 
thought that the type of arrangement which you now 
have could be regarded as a first step or a stepping 
stone towards that corporate chain? 

Mi LOEB: it is, in principle. We make 
no bones about the fact that the only difference be- 
tween our operation and that of a corporate chain is 
simply the method of corporate structure, We 
classify ourselves as a voluntary chain whereby each 
member Vorethat chain Isa part of 10 by voluntary 
agreement, and we attempt to emulate the best aspects 
of the corporate chain, because we think their methods 
of distribution and efficiency are desirable, and un— 
less we can match them in their own efforts, then 
the future of the independent retailer is very un- 
certain indeed. We have found that only by group- 
ing together and following chain store techniques 
can we possibly hope to have the retailer and the 
wholesaler survive. What has happened -- and I 
think one member of the Commission can bear me out 
-- is that as the chains expand even the independent 
wholesaler eventually will disappear, because we are 


in a situation where many individual chain store outlets 
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do more volume and make more money than many wholesale 
grocers across the country. We know only by grouping 
together and by a concerted action can we hope to 
Baooure the survival of iboth, 

COMMISSIONER DRUMMOND : But do you feel 
that the voluntary chain arrangement, the arrangement 
between firms such as yours, the independent retailer 
and IGA -- that that type of arrangement is likely to 
prove as strong a competitor as a corporate chain? 

If you had a choice would you take the corporate chain 
rather than this, or vice versa? 

MR. LOEB: No, I would ‘prefer yenreniiy Bic 
maintain the methods that we are presently adopting, 
for*many reasons: first of all, eachtom thesstones, 
being independently owned, is, in many cases, managed 
better by the owner than a manager; secondly, we have 
many instances where independent supermarkets are 
beating the chains at their own game in their own areas 
due to the fact the owner is generally a resident of 
that area, and earnings which accrue to him are spent 
in the area. He is a member of the community and 
free of many of the aspects of chain operations such 
as labour relations and absentee ownership, and so on, 
We know from our own experience that in management 
there seems to be a trend on the part of many of the 
corporate chains to give the individual store manager 
a share of the earnings of that particular store in 


order to assure a better management programme. 
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venne® 


Personally, if I had a choice of the two methods of 
operation I would prefer to stick with what we have, 
because we can devote more time and more energy to 
the operation of the warehouse aspect of it which we 
own, We can operate more efficiently than a chain 
warehouse, A chain can operate better, though, 
under a supermarket manager, and we feel it is in the 
interests of the public that ownership be divided up 
and only increasing efficiency wild wrecuice 
COMMISSIONER DRUMMOND: You don't feel you 
would be personally interested in buying out some of 
these independent retail stores if they became available? 
MR, LOEB: We could have owned 50 per cent 
of the stores which we now supply. When I say that, we 
are financing them; we have guaranteed leases; we have 
gone on the covenant for mortgages and extended them 
credit, and we could have owned them had we desired 
and had another chain in existence, but we preferred to 
carry on the wholesale aspect and allow the retailer 
to --- 
COMMISSIONER KIDD: You don't have any closer 
connections with any retail outlets than through IGA? 
MR. LOEB: No -- what do you mean? 


COMMISSIONER KIDD: You don't own, your- 


selves --- 
MR, LOEB: Our company does not own one 
single store that we supply -- not one. 


COMMISSIONER KIDD: Neither you nor your 
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company have any ownership? 

MR. LOEB: I am the only individual in our 
company that has a minority interest in four super- 
markets which we supply and, frankly, my only reason 
for getting involved -- and this was something that 
started back -- I should mention that we are in the 
food business since 1942, White: Ouran tes forty = 
seven years old, we received the IGA franchise in 1942, 
The first year we had 34 particular stores and did 
$34 million business annually. In 1958 this group 
has grown to 48, and we will do a little over $40 
million annually, which indicates the success of the 
programme and the consumer acceptance which we have 
been able to acquire. The reason I 'didVinvest in 
the stores, in 1933 -- one store at the time -- shall 
we say, had an excellent location in which I tried to 
interest four retailers to lease and operate, and they 
were very skeptical at that time, and the only way I 
could convince them on the soundness of my argument 
was to put money in myself, and when they saw me 
invest $25,000 they were willing to go along to the 
same extent. That has now grown into four stores 
operated by the same retailers. 

COMMISSIONER DRUMMOND: You have no thought 
as a result of your experience that what we call the 
voluntary chains are destined in time to become fur- 


ther corporate chains? 


MR. LOEB: It is very unlikely, in my 
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opinion, for many reasons, the first of which is the 
problem of financing, I should tell you that of ‘our 
35 top stores we have had to finance 34, There has 
only been one retailer in our midst that has been 
able to manage on his own. It may be that an exist- 
ing retailer will open a second or third store, but 
we will never, regardless of what concerted action is 
taken, be able to match the magnitude and widespread 
operations of the five corporate chains. 

COMMISSIONER DRUMMOND: This is something 
quite different: I notice among other things which 
you mentioned the fact that the contract which you 
have with the independents -- if there is such a 
contract -- provides for the agreeing, among other 
things, to sell at the prices that you suggest? 

MR. LOEB: At our suggested retail prices, 
yes. 

COMMISSIONER DRUMMOND: To the extent they 
must agree to act on your suggestions, it almost looks 
as if that is the equivalent of price maintenance? 

MR. LOEB: The only reason that we had to 
incur that aspect of it is that we have 42 stores in 
the cities of Ottawa and Hull, and if everyone sold at 
a different price we would be in a difficult position 
with the consumer. So, we must ask them to adhere 
to a policy, the same as chains do. Secondly, we 
suggest that that is the price they should sell at 


4n order to realize a reasonable return on their 
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investment; and thirdly, it saves them a lot of time 
wondering what price to sell at, and wondering what 
this competitor and that competitor is doing, and so 
on, In other words, it is a service we provide for 
them, and while they are not compelled -- we have never 
dropped any of our retail -- expelled any of our retail 
members for failure to maintain our suggested price. 

We do ask them to adhere to it for purposes of uni- 
formity, and also to cover our advertising. If we 
advertise a price in the newspaper,we ask them to main- 
tain that price. 

COMMISSIONER DRUMMOND: You do feel, of 
course, that you are in a position, because of your 
ability to provide a special judgment in this matter, 
you are in a better position than the average indepen- 
dent to decide what a price should be? 

MR. LOEB: That is right. 

COMMISSIONER DRUMMOND: I notice on page 6, 
the second paragraph, where you summarize the causes 
of the spread increase as you see it that that list of 
causes does not include quite a number of factors that 
various people have suggested to us at different times. 
For example, there is no mention here of such things 


as the increased taxes, transportation rates, wage in- 


creases -- a whole list of things I could mention. 
MR, LOEB: Well, I included that in the 
“services"-- "all the services in connection with it. 


COMMISSIONER DRUMMOND: I see, 
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MR. LOEB: And that would include transpor- 
tation, wholesale distribution, and so on. 

COMMISSIONER DRUMMOND: OH, yes; so, you 
had no thought of excluding those? 

MR. LOEB: NO; no, nob taxes, no == unless 
you want to recommend to the Government that something 
be done about taxes. We would be more than happy to 
concur, 

COMMISSIONER DRUMMOND: They would not 
accept such a recommendation unless you had a good 
substitute, With regard to this stamp business, you 
say on page 10 at the end of your discussion about 
it that stamps have no bearing on the cost of goods. 
If that is so, I am wondering if you would say the 
same thing in regard to the use of advertising or any 
of the other promotional schemes which you suggest? 

MR. LOEB: I say that stamps, as such -- 
and why stamps have been singled out as being the 
worst offender or the only cause for the increase in 
the price of food is something I don't know. Possibly 
4t is because stamps are defined in the Criminal Code, 
Stamps are a form of advertising -- a promotional de- 
vice, and, as such, are included in the cost of distri 
bution the same as advertising or any other type of 
promotion. 

COMMISSIONER DRUMMOND: All of these things 
do cost money? 


MR, LOEB: Right. 
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COMMISSIONER DRUMMOND: All of them, 
secondly, have to have this money recovered eventu- 
ally, so that they -do form part, of ==- 

MR, LOEB: They form part of the operating 
cost of a food market, but it is just one method by 
which we can increase our volume, and, generally, the 
increase in volume pays for the cost of the stamps 
with no resultant increase in the price. 

COMMISSIONER DRUMMOND: My last question re- 
lates to the last sentence on page 11: 'By developing 
a programme of aid to small business, it is possible 
in our opinion to provide many small merchants with 
the aids to develop an enterprise in their own trad- 
ing area which would eliminate long distance shipping 
anc watstribution; all. at hiehveos tsi. elena 
wondering if you could give us a little bit more 
detail? 

MR, LOEB: Yess In many rural areas of 
Canada there are wholesale grocers and small merchants, 
and as you leave one small area you enter into another. 
Consumers comparing prices in thelr own home trading 
areas -- well, let us take a town the size of Arnprior, 
which is 42 miles northwest of Ottawa -- or, directly 
west of Ottawa. Arnprior has about 5,000 residents. 
Most of the people in Arnprior were driving in to 
Ottawa six or seven years ago because they could 
shop at a chain supermarket at lower prices than they 


were paying in Arnprior. Arnprior had no chains 
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at that time -- or, had only one small chain, and a 
very outmoded one, When we opened our first IGA food- 
liner, owned and operated by Mr. White, a lifelong 
resident of Arnprior, he was able to bring to the 
residents of Arnprior the same prices and services, in 
a smaller way, that the chain was able to do in the 
City of Ottawa. That prevented the exodus of 
Arnprior residents every Friday to Ottawa to purchase 
their food requirements. We were able to afford the 
residents of that town the same type of food they were 
buying in Ottawa; we were able to offer it to them at 
Ottawa prices in Arnprior. Mr. White lacked the 
finances to open a store, and he lacked the know-how 
to operate that store, and we, together with Mr.White, 
arranged for him to get a mortgage loan. We provided 
him with supervision and store engineering and adver- 
tising, and he has been able to convince the residents 
of Arnprior that they can shop there at the same prices 
and enjoy the same quality that they could by driving 
42 miles to Ottawa. If that type of programme could 
be developed in many other areas of Canada we think it 
could have the effect of decreasing prices by keeping 
trade in their own area. But, these people need 
assistance both financial and supervisory, and it 

could come from an organization similar to that in the 
United States called the Small Business Organization 
which makes available to independent retailers loans up 


to $50,000 provided they are guaranteed by responsible 
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individuals, and we feel that such a plan in Canada 


could have the effect of helping the small merchants 


to compete; it could be the same in hardware products, 
Gr@any ovher type of businéss: 
COMMISSIONER KIDD: On page 4, the reasons 


for the development of giant food stores: first of 


all, would you say the giant food store -- large markets 
on expensive land, and so on -=- are forms or samples of 
competition other than price competition -- a form of 


competition designed to attract people to these large 
stores? 

MR. LOEB: Yes, I would. 

COMMISSIONER KIDD: Would you say the costs 
of the expensive land and lavishly equipped stores, and 
so on, offset any possible price reduction which you 
might otherwise expect from large-scale operations? 

MR. LOEB; That Te elec. You are deal- 
ing with a human factor. A large portion of the shop- 
ping is done by the women, and I can quote the case of 
my own wife who refuses to back her car into a parking 
area. She insists on driving in all the time, and 
she wants to go to a place where she has at least four 
feet on each side of her car to be able to park: 

COMMISSIONER KIDD: You don't think it 
would be cheaper to go to a driving school? 

MR. LOEB: Well, now, I do not know whether 


she is present at the moment or not. Today, the type 


—_|| of store which these shopping centres provide is very 
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costly: the parking area is equally costly, and you 
require three feet of parking, or four feet of parking, 


for every foot of shopping area, Consumers are pay- 
ing a price for these services which they are getting, 
including one-stop shopping, air conditioning, colour 
dynamics -- if you want to refer to it as such -- and 
all the other conveniences -- play pens for the chil- 
dren while the mothers are shopping, and the many 
other factors which chain supermarkets and the shop- 
ping centres provide for their customers. This ds 

a natural outgrowth of our development due to the move 
to the suburbs, and, parking being the big factor that 
it is is the primary factor resulting in consumer 
acceptance of shopping centres. 

COMMISSIONER KIDD: If there are no price 
reductions possible because of these factors that have 
been mentioned, and competition of this kind keeps on 
growing, and there is apparently a fairly costly 
operation behind the competition, does it result in 
more costs through proliferation of outlets and 
possible unused capacities? 

MR. LOEB: There are many large supermar- 
kets today which are only developing about 25 per 
cent of their potential, and they are being developed 
with an eye to the future; but, that is the competi- 
tive aspect of a democratic way of life, and no one 
can prevent anyone from opening a store in any place 
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cost of that store operating at a loss has to be borne 
by the stores which operate profitably, and that is a 
factor over which no one has any control, and even 
with the best research and surveys people often mis- 
calculate on the amount of business available, and 
that store must continue to operate even at a loss, 
but we don't feel there are more stores being opened 
of this kind than the demand justifies. Population 
is increasing at the rate of about 23 per cent, and I 
don't think the stores are increasing at any higher 
rate. It is a question of people spending more 
money on food than they did before, and business 
changing hands. The smaller merchant, the corner 
store is disappearing, and business seems to be turning 
towards the larger corporate or voluntary chain where 
the services which the consumer demands are readily 
made available. 

COMMISSIONER KIDD: You say with rising in- 
comes people demand more services: we have heard the 
pros and cons of that a great many times in the past 
few months, but do you think -- and give us your 
opinion on this -- do people demand more services or 
have the very successful business operators, intelli- 
gent business people who see what is going to happen in 
the future,have they simply seen an opportunity to ob- 
tain more income for themselves by adding on these 
services to the consumer and knowing that the consumer 


ean pay for them because of her higher income? 
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MR. LOEB: I think there is some of both. 
I don't think people basically are stupid. I think 
they know what they are getting. I don't think they 
are being taken advantage of. They pay their money 
and take their choice. The question of whether they 
require’ it or not Ls another matter. We can live 
with black and white television, but they are throwing 
eolour velevision “at us. It is up to a person's 
economic status to decide whether they can afford it. 
There is no question, and I won't deny it, that super- 
market operators and aggressive merchants are taking 
advantage of the consumer's presence in the store by 
making things so palatable and by making merchandise 
so readily available that they are actually -- I 
wouldn't use the word forcing” -- but they are en- 
couraging women to buy more than they originally did 
by impulse sales, special features, advertising, and 
so on and so forth: and, as people's incomes rise, 
everyone is after the same dollar. In a sense the 
food merchant is competing with the entertainment 
merchant or the clothing merchant. There are so 
many dollars to be spent, and we are after every dollar 
that the consumer has to spend, possibly taking it 
away in some cases from the restaurant. We encourage 
more home cooking, and with the advent of television 
we are encouraging the use of more items such as 
and so on, which formerly were not used. There 


snacks, 


again it is a matter of a changing way of life. 
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COMMISSIONER KIDD: Sometimes we are not 
sure whether it is entertainment or food that is being 
sold -- I am speaking for myself, as you can imagine 
there. However, on this very same question you say 
the Canadian women prefer to go to work in industry 
and do not want to spend their time in the kitchen. 
This may be so, but what would you say to the idea 
that women have sought gainful employment because 
costs have risen to such an extent that she is forced 
to go out and seek this gainful employment? 

Nin *LOEB: Well, which came first, the 
chicken or the egg? 

COMMISSIONER KIDD: It is a good question, 
though, don't you think? 

MR. LOEB: It is a good question, but 1 
haven't got the answer. I am not an economist. Why 
they do it is something you would have to ask then, 
but we know from experience that the sale of items 
such as cake mixes -- and that is, to me, one of the 
best indications of a desire on the part of the house- 
wife not to want to engage in the chore of baking -- 
and the increased consumer acceptance of cake mixes, 
dessert mixes, and all other convenience foods is 
an indication that she can do it just as cheaply and 
twice as fast, and, in many cases, turn out a better 
product than she could herself. There is also the 
fact that the domesticity of the average housewife is 


not what it was in a previous generation. E twink 
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people are getting a little lazy around the kitchen 
and they demand these things, or they would not buy 
them. 

COMMISSIONER DRUMMOND: There is one point 
that occurs to me here: take this particular case: 
some years ago we didn't have these cake mixes, and we 
didn't haverprecooked food, Supposing no merchant 
had never developed them, and supposing that a sizeable 
percentage of our women population still wanted to work: 
what would have been the result? Would those women 
have worked in these large numbers, or would they have 
come to the merchants and virtually said, 'We must 
have precooked this or that’ -- in other words, de- 
manded it? 

MR. LOEB: No. Very few people are really 
original, I don't think they would have demanded it. 
I think it was a natural outgrowth of aggressive busi- 
ness tactics, and it was a case where it was presented 
to the consumer, and we could say, "Why ride a horse 
when you can drive a car? Why slave in a hot 
kitchen when you could throw a readymade ple in the 
oven? - To indicate the trend I should tell you that 
only two weeks ago we have an improvement on frozen 
food as we knew it a year ago. Now frozen food comes 
in plastic bags, and formerly it would take about 
thirty minutes to cook a frozen food dinner. Today 
n of meat and two portions of vege- 
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tables in a plastic bag, and the whole thing is 
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immersed in water for five minutes and it is ready to 
eat. There is no telling how far this thing will go. 

COMMISSIONER WALTON: it doesn't come out 
like stew? 

MR. LOEB: No, each have a seaparate compart- 
ment, 

COMMISSIONER KIDD: One further question, 
and we have asked a great number of people: do you 
think with the rising importance of the supermarket in 
the retalling of food that there are pressures created 
by these supermarkets on the processors and those pres- 
sures then work themselves back to the producer stage? 
In other words, has the supermarket got itself -- the 
chain stores got themse*ves into such a position that 
they can influence price to a great degree from the 
processors, and must the processor then try to push 
back the price to the farmer? This, of course, is 


what is implicit in this chart. 
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MR. LOEB: Well, from our own experience 
I can only say that when basic commodities are made 
available to us or a feature, a new pack, we comb the 
market and secure the best available price based on 
the quantities we require and demanding that the 
quality be up to our expectations. I would not deny 
that everybody is being pushed in this day and age. 
We are pushing our suppliers for 4a better deal: Our 
suppliers are pushing for better working arrangements. 
Tt 1s a constant struggle to try and acquire as much 
as you can because of the increasing costs on the one 
hand and trying to keep prices down on the other hand. 
To say deliberately we are pushing our suppliers, 
whether it is the processor or the farmer, to meet 
our price, I could not honestly say that we indulge 
in those practices because we have a choice of 
several places where we can secure our supplies, and 
we will simply take the best of four or five presen- 
tations that are made to us and decide this is the 
one we want and proceed with it. This is based on 
our cost and the competitive selling price, to find 
a satisfactory arrangement whereby we can be left 
with some percentage of profit atv wholesale the same 
as a chain warehouse requires a given retailer a 
reasonable profit, the same as chain supermarket 
makes it, and the retail outlets. 

THE CHAIRMAN: Just one more questiaqn: 


the problem is, on this chart the last one to be 
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approached is the farmer and they have claimed all along 
that they are walking the plank, 

MA. LORS s We do not make them walk the 
plank, we do not deal with them, Basically we do not 
deal with the farmer; we deal with manufacturers or 
brokers and we cannot dictate the prices that we will 
pay to any of our suppliers. We primarily do the 
business with -- in the case we are talking specifically 
of food, and I would say that seventy-five per cent of 
our business is done with perhaps five per cent of the 
large canners or large producers, or possibly ten per 
cent, and if they set a price for their merchandise, 
let us take the case of Libby's or, Canadian Canners, 
if they set the price of peas at $4 a case then that 
is the price that we pay. We do not dictate the 
price to them and we must accept their price of $4 
because if not we will try and buy a competitive 
brand. We are merely distributors, we are acting 
on behalf of our retailers, because based on the Drelee 
we buy that is the price we sell, and based on the 
price we buy that is the price the consumer will pay. 

In the long run we take a very small markup 
on our operation; our net profit after tax is seven- 
tenths of one per cent. Our net profit is seven- 
tenths of one per cent, which is a very small markup, 
and it takes 2a considerable volume to give us any re- 
turn on our investment. Our retailers are realizing 


about two per cent after taxes, which is the same as 
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the corporate chains. We do not have any direct re- 
lationship with the farmer as such. We are merely 
distributors and we must determine our policy between 
what the competition is selling at retail and what the 
manufacturers are charging us wholesale. 

THE CHAIRMAN: I think you have made your 
point very clear as far as your own operation is con- 
cerned, but if 1 understand correctly I think Mr. 
Kidd's question was to the effect of whether the 
large corporate chains operating large supermarkets 
were, in your opinion -- and that is an opinion that 
you may not want to give -- whether in your opinion 
were in a position to exercise that kind of pressure. 

MR. LOEB: They may be able to but whether 
they are doing it or not I do not know -- that is an 
indefinite"may be’ but it as much as I can answer. 

THE CHAIRMAN: But it is not an impos- 
sibility? 

MR. LOEB: It could be the case but I have 
no reason to comment on it because I am not familiar 
with the facts in their case. 

COMMISSIONER WALTON: Mr. Loeb, of course 
it is a complicated programme and we have had briefs 
presenting many angles for us, for and in some cases 
against, on the question of stamps, and I would just 
like to question you on your pages 9 and le. You 
have indicated you have felt this was a promotional 


form of selling your merchandise that really paid off 
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better than if you had, instead of rewarding each custo- 
mer in relation to the amount she had spent by letting 
her buy her merchandise. That is the form you have 
taken rather than what I would think would be a cheaper 
Way Of doing 1%, which is reducing thesprice. It would 
be a cost to you but you have indicated,using DBS, that 
they have not added to the cost of food products in 
Ottawa, in fact. In fact they have likely had the 
opposite effect, and you have given the source. Do 
you nave the figures there? 

MR. LOEB: Yes, I can quote these figures. 

COMMISSIONER WALTON: It is my understanding 
that the DBS does not publish regularly any comparison 
of living costs in Canada by cities. 

MR, LOEB: TL thinike1 6 is: cvevedeo yer bae 

COMMISSIONER WALTON: Well, they are two 
things. This is cost between cities. The cost of 
living index really measures a change that we had in 
living costs and the representative change in the 
various regions. But you have another item -- that 
4s Canada's food budget-- we have it compared and this 
is another DBS figure. They do compare prices and 
rao fy a: Wo You have said in here that your stamp pro- 
gramme was in effect in 19562 

MR. LOEB: That is right. 

COMMISSIONER WALTON: And it is my under- 


standing on page 10 that the costs you have used on 


—___ stamps in Ottawa in 1956, with the comparison of the 
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cost of living index in 1956 as compared with 1955 

in these three cities actually may indicate the effect 
on cost because it showed that Ottawa rose the most, 
1.71 per cent increase as compared with 1.28 per cent 

in Montreal and 1.52 per cent in Toronto. Now, we have 
all taken the DBS, and I suggest that if you could pro- 
vide us with the data, because stamps are a cost and you 
say that volume offsets the cost, but my supposition 
would be that the first outfit in any town that had a 
stamp programme and drew the volume from the other mer- 
chants, or increased his volume, he might well offset 
the cost, but when everybody is in I suggest you have 

an expanding market there through which to draw custo- 
mers. Then eventually you are .all in the same boat, 
because with TV and everything else you cannot pass on 
cost; there may be a limit to volume and, as 2 say, you 
have a standard volume? 

MR. LOEB: To answer your last question 
first, when everyone has stamps then the person doing 
the best job of merchandising these stamps will get 
the business. Everyone has disadvantages today, ever- 


one has parking lots and things and they are all the 


cost of doing business. Which chain or store will get 
the volume? The one that does the best job of 
appealing to the public. While our chain may have 


trading stamps John B will have cash register tape 
plan which is identical to stamps. John C will give 


away a car every week which in the long run costs just 
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as much as stamps. John D will sell below cost which 
no one can do and stay in business, but they can to 

a certain extent use loss leader selling, which is one 
of many methods that can be employed to attract trade. 
As far as your original question is concerned, on the 
chart there is an indication that in 1956 the spread 
was at its lowest during the last ten years, or there 
seemed to be a drop in the spread. The farm prices 
went up and the cost of food went down. That was the 
year that the stamps achieved their greatest use, and 
then they petered off. During the last two years 
several chains have discontinued them but we have 
maintained them. 

COMMISSIONER KIDD: There is just one point 
on that, Mr. Loeb: in this period, you are talking 
about the middle of the year? 

MR. LOEB: That is when we introduced them. 
Stamps have no bearing actually on the consumer costs 
but the point I am trying to make is, stamps are a 
very localized situation, they are not widely used 
throughout Canada. As @ matter of fact, uney are 
hardly used throughout Canada; they are only used to 
any extent in Ottawa and some cities in Quebec, but 
our prices of food cannot be higher than anyone else 
for the simple reason that the competition will not 
permit it. 

COMMISSIONER WALTON: That is not what I 


I just meant I do not think you can, from the 
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statistics that you have used, which were not for 

that purpose -- I do not think stamps, which I thought 
you had implied, could be given the credit for lowering 
the costs of food in Ottawa. 

MR. LOEB; No, I do not suggest that. i 
only suggested that in terms of the index of cities as 
of October lst, Ottawa's index is 126.4, Montreal 
126-6 and Toronto is 126.9. The food index is higher 
in Toronto and Montreal than in Ottawa as of October 
lst, and there are no chains in Montreal or Toronto 
who issue stamps, which indicates that stamps generally 

have no bearing on the cost of food. 

COMMISSIONER WALTON: Well, I have had one 
city's statistics to prove the epposite and if we can 
have yours that will hold --- 

COMMISSIONER KIDD: Just one thing. Of 
course, the index could be at different levels, but 
they start at different points and they do not neces- 
sarily indicate that the prices are different or the 
same at any given time in these various cities? 

MR, LOEB: Well, actually, in itself it is 
a hard comparison to make, put let us make the compart 
son in Ottawa alone. Our retail prices in Ottawa are 
identical with those of two major chains and we sugges 
the retail prices to our stores based on the competi- 
tive selling price, and we are able to sell at the 
same price that those chains are, still issue stamps 


and realize a profit which indicates that the consumer 
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is not paying any more for merchandise at stores which 
issue stamps. If we did not issue stamps we would 
have to devote the 1.75 per cent cost of stamps to 
other promotional devices, we would either have to 
give it away in other promotions, in contests or 
additional advertising, and we use it strictly as a 
method of attracting trade and helping our own group 
of stores maintain their position in a competitive 
market. 

COMMISSIONER DRUMMOND: What would happen 
if you used the cost of your stamp programme to 
simply lower your selling price, your recommended 
selling price? 

MR. LOEB: We could not do it. We would 
have to -- it would not be possible because we might 
have some lower prices but housewives are still attrac- 
ted by the age-old phenomenon of what they feel is 
something for nothing. People like to play a game 
whether it is a cross-out game or a bingo game, and 
they like the idea of saving money and participating 
in contests and so on, so price is not always the 
factor in attracting a customer clientele. IG ets 
quote you instances where there is one chain in 
Eastern Canada which, on the average, is the lowest 
in price and yet does the least amount of business 
of the five major chains. In other words, there 
are other factors besides price which attract a 


clientele; there is cleanliness, there is variety. 
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COMMISSIONER WALTON: There are some which 
attract them much more than others? 

MR, LOEB: Thee 2S eee. 

COMMISSIONER MacKICHAN: Referring to 
stamps again, would you have any knowledge of what 
percentage of stamps are redeemed, allowing for a time 
dae, Of ‘course? 

MR. LOEB; Our stamp redemption at the 
present time since we have started -- at the present 
time -- this is for two and a half years -- is 
running at 87 per cent for stamps issued. 

COMMISSIONER MacKICHAN: At the bottom of 
page 10, having in mind there are thousands of modern 
food items in a modern store, would there be: any 
Pie ieee in. the fact. that the fives tens ou 
have here showing the purchasing power of the con- 
sumer's dollar or the worker's dollar that all these 
should be products that we can see for only one stop 
between the farmer and the wholesaler outlets? 

MR. LOEB: Well, these are items which are 
least affected by the service which I mentioned pre- 
viously. There is not a great deal of manufacturing 
done to them and there is no change in their process 
and there is very little packaging involved. Potatoe 
are sold in their original state and steak is merely 
cut off a carcass of beef and bacon, there is a pro- 
ess involved, but these five items are a large portio 
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we picked them as they are very basic in our diet. 
COMMISSIONER MackKICHAN: It could be pos- 
sible that another five items might show a considerable 
difrerence? 
MR. LOEB: it could pe possible; 
COMMISSIONER MARTIN: In your brief you say 
that the Dominion Bureau of Statistics indicates that 
the cost of food in Ottawa is lower than that of 
either Montreal or Toronto. Might this be a result 
of higher competition in the two other cities as well 
as the stamps? 
MR. LOEB: I would not agree with that en- 
Calg Sante It is our contention that Ottawa is the 
most competitive city in Canada and I do not say it 
to secure sympathy or to indicate our own position in 
the market but merely to tell you that five of Canada's 
leading six chains are all located in Ottawa and this 
is the only city in Canada in which they are all lo- 
cated. The rest are widespread throughout the country}. 
THE CHAIRMAN: Thank you very much, Mr. 
Loeb, for a very clear and useful presentation. 
MR. LOEB: Mr. Chairman, we were unable 
to answer the questionnaire because of the fact that 
we were not in the food business during the period 
you wanted the answers. We were only able to give 
you information for the last five years, and, there- 
fore, felt it would be difficult to answer. 


THE CHAIRMAN: Well, should it be required -f- 
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MR. LOEB: We will gladly submit it for you. 


THE CHAIRMAN: Thank you very much. 
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submission of 


THE LABOR-PROGRESSIVE PARTY 


Appearances: 
Mr. Nelson Clarke Editor, Canadian Tribune 
Mr. Sam Walsh Organizer, Toronto Area 


THE CHAIRMAN: Will you please proceed with 
the reading? 

MR. WALSH: Mr. Chairman, first of all we 
want to thank the Commission for your courtesy in 
postponing our visit here and placing us last on the 
1D a ca We hope we have not caused too much incon- 
Vience to you. 

The Labor-Progressive Party in this sutwnis- 
sion emphasizes first of all that the constantly 
rising cost of food is placing an unbearable burden 
upon many thousands of Canadian families. We say 
the responsibility for these rising food costs must be 
put squarely upon the monopolies in processing and 
distribution who are profiteering on the people's 


food. 

We urge that the Royal Commission in prepar- 
ing its report remember above all the mothers who are 
faced with the daily problem of putting nourishing food 
on the family table with nothing in the purse but part 
of an unemployment insurance payment or relief voucher, 


who are finding that, week after week, the price of 
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food is moving steadily up -- that the meal that it 
was possible to serve last week is now beyond their 
reach. 

On April lst last, there were 863,428 people 
in Canada registered zs seeking jobs at the National 
Employment Service offices. There is the gravest 
concern throughout this country about even heavier un- 
employment in the coming winter. The Hon, Michael 


Starr, speaking on September 23rd in Vancouver to the 
Canadian Brotherhood of Transport Workers Convention, 
said: 

‘We will have unemployment next winter, 

and it may be as serious as last winter, al- 

though it is too soon to make predictions." 
Professor Archibald W. Currie, of the University of 
Toronto, testifying before the Air Transport Board, 
said: 

"The outlook for capital investment is 

not as good as it was three or four months ago. 
I'm really disturbed. Business will get worse 
before it gets better. We are very close to 
real trouble. 

This sombre prospect for the coming winter 
makes it necessary to point out too that many fami- 
lies who last winter drew unemployment insurance, 
meagre as it is, now have exhausted their benefits 
and whatever other reserves they may have had. 


One of the most alarming facts about the 
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present economic situation is that, as of August, 
82,000 Canadians had been out of work for more than 
four months. Compared with the same month in 1957, 
the number of those who had been out of work from four 
to six months had increased by 40 per cent, while the 
number who had been without work from seven to twelve 
months Nad risen by 200 "per cenc, It is hardly neces- 
sary to add that people in such difficulties are al- 
ready suffering very serious reduction in their stan- 
dards of living, made worse by the fact that food costs 
already high a year ago have increased since that time, 
even if only by one point in the cost of living index. 
There is very real and growing hardship in this 
country. 

There has been a too easy assumption that 
standards of living in this country generally are 
PAs.Ne s Liget!s: nou eorued 

According to the National Accounts, in terms 
of 1949 constant dollars, the per capita expenditure 
on food in the year 1947 was $244, in 105746. had 
risen to $245 -- only one dollar above ten years ago. 
It is safe to say that 1958 figures when available 
will show an actual drop in food consumption below 
1947 levels. Payrolls in July-September of this 
year were lower than in the same period of 1957. 
Payrolls and labour income in manufacturing have been 


lower in every month so far this year than in the 


same months of last year. The dollar value of retail 
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sales continued to rise until May, but then began to 
sag and was lower in August than a year ago. 

As the standard of living falls, the price 
of food goes up. 

it is the rising cost of food which is 
largely responsible for the overall rise in the cost 
of living in the past two years. 

If the cost of living indices for the year 
1956 are compared with those recently issued for 
September, 1958, we find that the cost of food has 
risen considerably more than has the cost of shelter, 


clothing or household operation, The increases are: 


Food Ss, 
Shelter oO 
Clothing 2&9 
Household operation Sed: 


Other commodities 
and services 10.6 


As a result, the index as a whole showed a 
net composite increase of 7.5 in less than two years. 

High and still rising food prices are driving 
down the standards of living of the Canadian people 
as a whole, with tens of thousands of unemployed suf- 
fering increasing privation. In this situation, we 
must condemn as immoral the profiteering of the food 
processing and distribution monopolies. 

We are in full agreement with the testimony 
of Mr. S. Yaphe before this Royal Commission on 


October 16th last, when he said bluntly, "The public 
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has to know about this. The public is being robbed] 

He cited examples of the operations of the 
big chain stores in buying potatoes at 82 cents per 
50-pound bag, and selling them at 39 cents for 10 
pounds, making a profit of 130 per cent. Buc his 
testimony can be applied to every aspect of the food 
handling business between the producer and the consumer. 

I should like to interrupt with a little 
special evidence that we brought here today about the 
process of price increases in some chain stores in the 
City of Toronto, and one was in Ottawa. The items 
that we have here in this little home contraption we 
brought with us are goods that were bought on the 
shelves largely from Loblaws, one item was bought 
from Dominion Stores. The prices are clearly marked 
on the items, like the one I have here, but they are 
marked with a little tab and underneath the tab is 
another price, a lower price. We will pass these 
out to the members of the Commission and I think you 
might pass them around. 

we have an item here of Dutch Cleanser and 
the price on the tab is 26% cents; the price under the 
tab is 24s cents. Ajax Cleanser, two for 53 cents 
outside 244 cents was the old price. Nestle's 
Chocolate, 33 cents and the new price 37 cents. 
Chipits "a deal, 10¢ off"; 52 cents is the 
31 cents was the price underneath. I can 


new price, 


go right down the list with price variations and AF 
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anyone wants to tell us that is due to packaging, the 
only new feature of packaging that we can suggest 

is the tab that was placed on it. If someone 

wants to suggest this is due to the increased cost of 
labour, the only increased cost of labour we can see 
was the effort in putting the tab on, The prices 
were changed while the products were on the shelf. 
The price had already been paid to the primary pro- 
ducer; there were no additional costs that we can 
think of that anyone could suggest that could possibly 
account for changing the price because they were al- 
ready on the shelf and already marked. 

THE CHAIRMAN: Ts “this ithe oriceryou are 
referring to? 

MR. WALSH: The price on the tab, and if 
you just lift the tab you will finde«the other price: 

THE CHAIRMAN: Are you sure this is a price 
underneath? 

MR. WALSH: Yes, I think that is the usual 
method in which you will find -- I am not certain -- 
that is the usual method that is used. There is the 
price and if you take -- the Chippets -- the price 
on the outside 4g 52 cents and if you lift the little 
tab it has 31 cents beneath it. 

THE CHAIRMAN: The point is, they could 
be other prices or figures referring to something 


else, but we will check it. 


MR. WALSH: I think perhaps you should 
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because I think you will find that everything we have 
here --- 

THE CHAIRMAN: Well, here you have the "¢" 
and here you have not. Thisels Hottserccrmidem teelts 
LG may ber crue but aii aeds noeprocl : 

MR. WALSH: Of course, somebody else could 
have put that on, but we are suggesting if anyone were 
to examine the situation in a Loblaw store they would 
find that and I think if they went to the cashier and 
tried to pay only the price, thiseiagure here, whether 
ie nas a-¢ mark after Lv or rot; ‘they “would ’find difti- 
culty in getting out of the store. 

THE CHAIRMAN: My question was, are you sure 
it was a price, and you said you were novesure’, 

MR. WALSH: I said I did not know whether 
the particular tab represented the price. I am sure 
the one I indicated to you was the pricesor the pro- 
duct -- I could not see from here. is thatvctear? 

THE CHAIRMAN: Yes and no. This tab indi- 
cates clearly whatever the price ie. It says 37 and 
shere’ is*a “¢”. Now here you just see 35 which 
could be a code number of any kind at. all; oiteould 
be the number of the product without referring to price, 
What I mean is, it is not proof in itself. I do not 
say it is not the orice; I am just saying it is not 
proof in heh od op ga 

MR, WALSH: I would suggest you examine 


snto those that do have the ¢ mark, like this one, 
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93¢ and underneath that exactly the same kind of tab. 

THE CHAIRMAN: We will have it examined. 

MR, WALSH: We have a few more here and I 
think it is rather interesting for the members of the 
Commission because it does suggest that these factors 
which have been named as outstanding factors in price 
increases, at least in this instance do not seem to 
have any bearing on the question at all. 

We must condemn the cynical attitude of Mr. 
T. G. McCormack, President of Dominion Stores, who 
boasted in his most recent report to the shareholders 
that the supermarket industry is ‘almost depression 
proor Mr. McCormack bases himself on the old 
argument that, after all, no matter what else happens 
people have to eat. He is evidently not one whit 
concerned about the hardships to which people are 
subjected as a result of unemployment, falling in- 
comes and rising food prices. 

The chain stores and supermarkets are very 
fond of boasting about their efficiency. In an 
article in the October 1953 issue of Canadian Busi- 
ness, we are assured that ‘Canada has one of the most 
efficient food distribution systems in the world." 

But the results of the efficiency of the 
supermarkets are super profits, not lower food prices. 

Dominion Stores for the first half of 1958 
showed a net profit after taxes of $3,585,839, up 


10.1 per cent from the same period last year. Its 
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rate of profit before taxes for the year 1957 was 41 
per cent. 

Loblaws Groceterias showed net profits of 
$8,804,084 at the end of its last fiscal year, May 
31st, an increase of 9.8 per cent. Its rate of profit 
before taxes last year was 33 per cent. Safeway 
secured a net profit before taxes of 43 per cent and 
steinbergs of 25 per cent in 1957. 

In the years from 1950 to 1956, these leading 


Canadian food chains made the following advances in net 


proLi vs: 

1950 1956 % Increase 
Dominion $1,479,517 S435265 000 192 
Safeways oO TAO, 01) © Gheo65,595 76 
Loblaws 2,165,915 5,668, 083 159 
Steinbergs 661,126 2,009,052 204 


The total assets of these four chains in- 
ereased from $104,183,000 in 1952 to $344,006,000 in 
1957, an increase of 230 per cent in five years. 

The shareholders! equity rose from $48,180,000 to 
$149,139,000 in these years or by 210 per cent in five 
years, over and above dividends. 

Most revealing is the fact that in the first 
half of 1958, while there was a drop of 20.2 per cent 
for all manufacturing companies, the overall profit 
in retail trading moved in the opposite direction, 


increasing by 6.3 per cent. 


These exorbitant rapidly rising profits on 
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invested capital provide the statistical basis for 

Mr. McCormack's boast that his supermarkets are almost 
depression proof, but the fact is that they are profits 
which have been cold-bloodedly gouged out of both the 


producer and consumer. 


---Dr. Stewart resumes the Chair. 


These super profits have become possible 
because of a relatively new development in food dis- 
Cerpur on 1 this. country. That is the extension of 
monopoly control, which long prevailed in food pro- 
cessing, into the distribution of food. They are. the 
direct result of the growing domination of food dis- 
tribution by the big chains. 

In this connection, we must cite the 
authority of the Hon, Ellen Fairclough, speaking in 
October to the 30th Annual Boston Conference on Dis- 
tribution, as reported in the Financial Post. 

She brings out the following facts: as 
far back as 1951, 49 per cent of all retail business 
was being done by 5.2 per cent of the stores. But 
since then, food chains have raised their proportion 
of the grocery and combination store business from 
35 per cent to 43 per cent. 

They are particularly entrenched in the 
central provinces, where in Ontario they now account 
for 57 per cent of all food store business. 


But they are fast extending their grip over 
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the whole nation, Mrs. Fairclough says: “One major 
chain organization recently announced plans to estab- 
lish a string of 50 supermarkets throughout the west. 
Another expects to have six stores in the Vancouver 
area alone." 

The number of shopping centres, Mrs. Fairclough 
points out, have increased from 67 to 91 since 1956. 

Mrs. Fairclough stressed that it is the 
largest chains that are establishing their domination 
over the entire industry. She said: "In 1956, the 
last year for which figures are available, there were 
499 chains in existence in Canada, and nearly two- 
thirds of them were relatively small organizations, 
with four to nine units each. 

"However, these small organizations are not 
maintaining their share of their own chain market, and 
the larger unit chains, those with 100 or more units, 
have now raised their share of the chain store market 
to over 50 per cent.’ 

The effect of this whole development has been 
to bring retail food orices under monopoly control. 

To use a term now current in economic circles, they 
have become administered prices’, which means, in 
effect, that monopolies are able to hold up prices at 
a high level at the expense of the consumer. 

At the same time, it is also clear that 
the big chains are now in a position to drive the small 


independ:nt grocers of this country to the wall. 
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N. K. Dhalla, writing on "Canada's Fabulous 
Food Market’, in the October 1958 Canadian Business 
says: 

"For the thousands of little independent 
‘corner grocery stores' throughout the country the 
future does not appear very bright. Many of them 
are marginal operations often run by the woman of 
the family while her husband augments the income from 
another job. Their strength lies in the fact that 
they provide certain services, such as credit and 
home delivery, which the chains cannot duplicate." 

The 'strength' Mr. Dhalla speaks of is really 
the long hours of labour put in by the small store- 
keeper, and the fact that he is placing himself in 
peril of bankruptcy through the extension of credit 
in a time of great economic uncertainty. 

We have emphasized the super-profits of the 
grocery chains because this is a new factor of major 
importance in increasing price spreads and raising 
food prices. 

At the same time, we must also draw atten- 
tion to the continued profiteering of longer estab- 
lished monopolies in the food processing industry. 

We have prepared a table (Appendix 1), 
which sets forth a summary of the financial position 
of companies which dominate the grain handling, 
flour milling, baking, packing and dairy industries 


of this country, in the years 1947, 1952 and 1957. 


ea. entalnien aes sl 


e 
s 
-_ 


MAO RAE? wihyeh. Mg tn Thc RE (3 ook et 


7 
ee 


cm 
UateinmD (ors A ROEHS ) Opaoe es: gree onae tones! e 


at Yo yn iene vie) “Soggu 308 cook woe il 


eh eee tht be ee Ge eéitateqy C eit merdliag ats 
, 7 : an 
Mt Qyewee oc glociitie pape ‘Sha tod of te wikia? welt | 


) 
f : 


re PERS Lh ae eves “ors Afem? =| dat aiéone 
- ss . . foe Wa algae . 20) Rea oD 
A MD bat VD Sh tate oly BA epee GPsieas obbwes g yens 

Agee clauhy Suniag Greta. gta ed ee cto vl feb: dmg 


APES? Be te Orheeeh. ce baeit’ eee CFagrgtie” «ify 


ue tae _ ee eae é Se es ee 
eK + Aas SO oe Ad ote Lon oS fae | “ULUOS  2AG4 ee7 
ai oar ie Dey pe. aes Jat) Jan) ol ‘ing Teens 
a : 7 ; ne Ay a 7 ’ 
rR RA Tom SAGAS we AOS iad Te pieee 
: j 
Pi Posh : é . is SPAS ae Ni 7 « N ; i 
ag ENS inte" LEIA RG a eee = al wz s at : 


’ : . pe Be m 2 q « 
SAIL te AOS Ce. ee he Sees marl ans! 
Be aa ee ee er eT earn é 
eas Wa apie whe . oe if eee a; UBIOC os fins 1 ie ot 
4 j g Sela 
1a; Shee Aelt eG 


4 hey pa : “ss ret etouNT 
“ 


Boole he 


eet Cert : 20 ay Tr Aourtaay fy ute, Ei 
; i Maoh) ULee 27 6oetS-nvnid a 
Bate EOE ASS GALD srs to -yeiel gs ines pe) Note 


Phat, ALa Tp 208 Sien2eo eos iig: ‘y 2 Pruskéjatay ‘3y 

Peeves Wlat cen. patsideg oan blac shulcfin aye ly 

PRR Seinen iil TGs wresying tap ep beniee aetd “Ye 
ag 


; 
== - a 


—$___ 


| 


i 
| 


ANGUS, STONEHOUSE & CO. LTD. oie 
TORONTO, ONTARIO 


Missing from this list are such major com- 
panies as Quaker Oats and Swift Canadian, which are 
wholly U.S. owned and publish no separate figures for 
their Canadian operations. 

We would draw the particular attention of 
the Commission to the enormous increase that has taken 
place in the equity of the shareholders of these com- 
panies over the past ten years: 120 per cent increase 
for grain elevators; 122 per cent for flour and mill- 
ing companies; 223 per cent for baking and confectionery 
companies; 106 per cent for packing companies; and 
118 per cent for dairies. 

These figures bring home the degree to which 
accumulation of capital has taken place on the basis 
of the exploitation of the workers in these industries, 
and the use of a monopoly position to depress farm 
prices and raise prices to the wholesale and retail 
trade and ultimately to the consumer. 

Along with this vast capital accumulation 
has gone the maintenance of substantial annual divi- 
dend disbursements (except with respect to the 1957 
rate obtained in flour milling). 

In the case of the packing and dairy industry, 
we have calculated the rate of earnings and profits 
both with respect to sales, and with respect to equity. 
The first method is that which is naturally preferred 
by these corporations, whose accountants are very 


adept at presenting a picture of very low profits 
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in relation to sales, It 1s apparent though that the 
true facts about the great profitability of these enter- 
prises is brought out by a comparison of net earnings 

to the shareholders! equity. 

It 1s in these monopoly profits made by great 
corporations, constantly extending their stranglehold 
over the economy of the nation, that we must find the 
cause of excessive price spreads today. 

We are well aware that these monopolies 
themselves are constantly seeking to place the blame 
elsewhere. 

They din into the ears of farmers that labour 
is getting too high wages; they din into the ears of 
the workers that farmers are getting too much for 
their produce. 

The line of propaganda is so varied as 
between rural and urban areas to create the maximum 
possible disunity and confusion between workers and 
farmers, who are natural allies in the struggle against 
the big monopolies. 

We feel that it is unnecessary for us to deal 
at great length with these arguments since the Com- 
mission has already received much excellent evidence 
from both farm and labour bodies: but to review very 
briefly some of the points brought forward. 

Your attention has been drawn to the alarm- 
ing fact that retail prices of food products have a 


tendency to rise at precisely the same time that the 
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price to the farmer falls. 

Evidence has been submitted by the Alberta 
Wheat Pool, for example, to the effect that since 1947 
the price of bread has increased by 58 per cent, while 
in the same period, the price of wheat fell by 18 per 
cent. 

Your attention is drawn to the analysis made 
by Roger Perreault in the Economic Annalist. He 
points out that retail food prices have increased just 
over 12 per cent since 1949, while in that same period, 
farm prices fell by about 3 per cent. He further 
points out that since 1949, the farm share of retail 
costs has declined from 51 per cent to 45 per cent. 

It is pointed out in the August issue of 
the same journal that farmers received slightly less 
that 44 cents of the dollar consumer spent for farm 
foods of Canadian origin in 1957. 

In presentations before the Commission, farm 
organizations have established that, while their re- 
turns have declined, their costs of production have 
increased. The Saskatchewan Wheat Pool said in its 
brief, that while farm prices have dropped as above 
noted, farm costs have increased by 50 per cent over 
the ten-year period from 1947 to -1957.. There is an 
increasing squeeze placed on farmers as a result, 
and unless returns are improved so as to meet pro- 


duction costs, many farmers will be driven from the 


land. 
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Your Commission has also received evidence 
in regard to wages paid employees in the food handling 


industries. The Ontario Federation of Labour, for 
example, established in its submission that if average 
hourly earnings of production workers in 41 manufac- 
turing industries are ranked; the record shows that 

in 1956 distillery and brewery workers came 12th, 
packinghouse workers 19th, grain mill workers CLC. 
bread and bakery workers 33rd, and fruit and vegetable 
canning workers 36th, It is noteworthy that with 
the exception of distillery and brewery workers all 
these groupings lost ground in comparison with other 
industries since 1946. 

The Ontario Federation of Labour also brough 
forward that wage earners in the food and beverage indbs- 
try were earning an average of $62.45 a week in June 
of this year, as against an acceptable minimum oe . 
$73.83 based on tae Federation's projection of the 
1949 estimates of the Toronto Welfare Council. 

It is the opinion of the Labor-Progressive 
Party that these facts, along with many others submit- 
ted to your Commission, establish conclusively that 
both primary producers and workers in processing and 
distribution, need not a lower, but a higher return far 
their labour. 

Therefore, our conclusion is that, if the 
Royal Commission is to meet the hopes reposed in it 


by the Canadian people, it must come squarely to grip 
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with the central problem of price spreads, which is 
curbing profits in the food industry. 

It 1s, of course, our view as a party looking 
forward to the ending of the exploitation of man by man 
and of nation by nation, that the final solution to thi 
problem lies in the elimination of the profit system 
from the processing and distribution of the necessities 
of life, by introducing social ownership of the means 
SE Ssoclat production. We stand for the nationaliza- 
tion of the food processing industries, and the owner- 
ship of all distribution outlets by the consumers them- 
selves, organized through their municipalities or in 
consumer cooperatives. 

These fundamental solutions,we are confident, 
will be accepted and put into effect by the Canadian 
people before many years have passed. 

Having said that, we must also say that it 
is of the most urgent importance that immediate action 
be taken now to halt as far as possible the further 
driving down of the standards of living of the Canadia 
people by profit gouging monopolies. 

We submit that this profiteering should be 
condemned by the Royal Commission and that suitable 
action should be recommended to the Government of 
Canada. 

It is our view that the most effective and 
enforceable step which could be taken in the immediate 


future would be to limit the profits in all industries 


am) 
aS 
a a | 
ary 
5 
ee 
lay * 
- 
“ 
: 
ie pbs 
os 
aS, 
oi te 
-4ci oe 
ae te] 
ede KAD 
: 
sha 
abe 
“ae i 
t ii 
a 
ue 
v4 
bet ie 
¥ 
+ wet mJ ' a, 


7 aon: a 
ro - 7 ‘ 
FD te ad ia 


aes eaer , : 


“ rise eke ; co “2 v, : 
sii tose voag Lereaao eel aoa | ae 
, 
tis 
en * ‘«. 
ate Nae fe 
At nt at Piodg Ghagede 
HPO) UD 42k SI 
i ear rar es . ea ve 
itt ha a2 “9 Ory aig 
; i ae OL Ie - iar: 
rs 
: nt én! ifo3g 
sa up 
; “Oy 
- d ’ ’ i: f f 
: “*-q 1s lo 
On pe phere vy 
=a (Tt 
ao : i 
M t i ae 
ne : 
: ‘¢ 
i. 
\ 4 rT 
vi i 
bs L m hee 
ere 
» 
J rs ‘ 
a a 
; '-- : ial es 08 Ow 6) 
ne F 


of oe ee 7 7 5 earatety +. gees 4 
d02 5 gal oy ees 


5014 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


having to do with the processing and distribution of 
£OOd-s If the profits of pipeline companies need to 
be limited and regulated as recommended by the Royal 
Commission on Energy sources (as we believe they do), 
then it is of even more critical importance to limit 
the profits on the people's food. 

We submit, therefore, that the Royal Com- 
mission should recommend that all profits over and 
above a reasonable fixed return on capital actually 
invested, should be taxed away from the food proces- 
sors and distributors by the Federal Government, thus 
eliminating the incentive for the present rampaging 
drive for super profits. 

THE CHAIRMAN: Thank ‘you,. Mpa Walsh. I 
apologize for not being here when your brief opened. 
As you know, you have the distinction of presenting 
the final brief to the Commission. We have heard 
a great many briefs, almost one hundred of them, and a 
great many of the arguments we have heard on a number 
of occasions. I do not wish to suggest there is nothjng 
we need in your presentation, and I presume some of th 
Commissioners will have some questions. 

COMMISSIONER MacKICHAN: On page 4 there 
is one sentence: you speak of the super profits and 
say that this is an extension of monopoly control. 
Now, we have heard, as you probably know, that there 
was quite a large measure of competition in the food 


business, and would you give us a bit of explanation 4as 
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to what you base this statement on? 

MR. WALSH: It 1s not our contention that 
the extension of monopoly control reduces competition, 
It reduces competitors but it certainly does not re- 
duce competition, On the contrary, we think it makes 
it far more violent and much more -- well, that is 
the word for it -- far more violent. We do not hold 
the view that the extension of monopoly control in 
any way reduces competitiveness or competition. We 
think that the results are exactly the opposite. 

COMMISSIONER DRUMMOND: How do you define 
"monopoly"? 

MR, WALSH: Extension of control by a small 
group in a section of industry or a portion of industry 
It is not our assumption that monopoly means unique 
control -- controlled by one firm or one group of 
individuals of an entire industry. That is not the 
sense in which we use it. I think there are extremely 
few monopolies one could point to of that sort, ex- 
clusive monopoly. 

COMMISSIONER COUVRETTE: Is not the word 
monopoly composed of, in itself, part of it being 
from Greek origin which is monos which means one and 
unique? 

MR. WALSH: Yes, that is the Greek origin 
of it but life itself has dictated in almost no 
cases. I mean, the use of the word, the fact the 


word is of Greek origin and can be used in that sense 
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does not mean in life it is actually that way. gE 
think we would be hard pressed. I think monopolies 
exist and everybody recognizes monopolies exist, and 
I think all of us think the same thing on monopolies, 
but you would be very hard pressed to find a single, 
unique -- not even International Nickel is a unique 
monopoly in the sense it is the only company in the 
Picid:. 

COMMISSIONER COUVRETTE: it) deta case) where 
1G 1s not the right. word in the: right place? 

MR. WALSH: Well, until someone gives us a 
better one. The extent in which we want the defini- 
tion is in the industry by a small fraction in the in- 
dustry or a group in the industry. That is .the sense 
in which we use the word. 

COMMISSIONER DRUMMOND: How about oligopoly? 

MR. WALSH: That sounds like a good com- 
bination of words but the Greek might be better. 

COMMISSIONER COUVRETTE: The right word 
might provide for less confusion. 

MR. CLARKE: If the word became generally 
acceptable perhaps the Commission could bring it in, 
but it is not. 

COMMISSIONER MARTIN: Well, on the last 
page you use the words'reasonable fixed return’, speak 
ing of profits. What does that mean,"reasonable'? 

MR. WALSH: Well, now, that is an embar- 


rassing question, I must say, because as we point out 
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in our comments here as far as our party is concerned 
we think all the profit should be taken out of the 

food processing; it follows from that that any profit 
taken out of the food processing is actually reasonable 
from our standpoint, or, to put it in other words, we 
do not think it is reasonable to draw aprofit from 

the production of food, so all I can say to you in 
reply to that is, if the Commission in its wisdom de- 
cides to recommend anything to do with profits in the 
food industry we hope it will be, in your light, a 
reasonable proposal. AlD 2 anktsay ic, Grommour 
standpoint probably any proposal you would make in 

this regard,with the best of intention, we would like 
LOnasee; That is all I can say to you in that respect 
because it is a matter of principle, cur position isya 
principle position with respect to profit-making in the 
food industry. 

COMMISSIONER COUVRETTE: On the same line 
and the next words to it you make a suggestion there 
that fixed return should be on capital actually in- 
vested, I am just saying that it is worth while 
studying. iv. 

MR. WALSH: Yes, we think it is and that is 
why we suggest ee 

COMMISSIONER KIDD: On page 2 you say: 

"There has been a too easy assumption that 

standards of living in this country generally 
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Now, we have had statistical evidence to say that dis- 
posal income has risen in the past ten years and also 
evidence to indicate that real incomes have improved 
over the past ten years. I was wondering if your 
case would not be better put if you say that the stan- 
dard of living for some is rising, and for others it 
is not rising, and certainly for those who have been 
unemployed over the past year or two, their standards 
have been pushed down? 

MR, WALSH: I think what you are saying Ils 
absolutely correct and I subscribe to what you are 
saying. At the same time, I think it also would have 
been better if we had stated it slightly differently, 
that the consumption of food per capita wouldhave been 
better because it is generous here, a little too much 
that way. Your standards of living generally are 
rising. What we should have said more accurately, 
as well as the point you are making, is thatthe 
general employed per capita consumption of food as show 
here is in constant dollars, so that there has been 
no rise, or a one-dollar rise per capita per year, 
over the past ten years. 

COMMISSIONER KIDD: You would not agree 
with some statements that we have had,that per capita 
consumption of food may have increased in a variety 
of ways? 

MR. WALSH: It could be -- oh, yes, we cer- 


tainly think so. If the standard of living were 


rah ae: Me: 
he DP RAEP IAS x0Seey Sapna cient aa mont Taesg || 
deere slaw ‘Senignit tae tae soubetbmk es 


| ae 
aes 8S hn ete ‘ our * ee eae: setaowe 
EASE a ak Mang 54 ; “eS? mia “9a : Bt 
ee 1S StS ae bioaw, Beas 
ay ai: z a nese *. (pA ea BN EVES ‘lo: bras 
Adie avd hs cig x: ar) (RNs Baa (Healy Ton Re 
; ic =i 7 z aud & sce hice “880 arni/seuws bea ye Loner) 7 
Tawod ‘badgos NSS UB. 
Aba ae atthe of ots SL ae CHIE CAM 
any ty gd “Hdd Beet! Jegmergs..wig PRATER .. 
Bar 2 d3 oie LF Wanted wal? G044 ae. TA val! S38 
oe ‘ } a ole OS tab Jd 153549 2 jeg 
a AGae 7 a) Bb ty moLigmiates sdg-y AUS 
tes “a a a's: Toe OT OF a Bw S395) aly a> 
: / 
aes eee bing ti Oey os Seegts s quay - aii GA 2 
. “I = ig SE SS ike me Cite ow ge Po ei a 
CPE a or 2% Lie Ss poe Jnaes a9 4A ™ os 
eer ia 2 “cg oe joe 19m ue? in, Fa fe. a7 sits 1 or Jf Be 
es.  Viektnd, atk "EIS Seta eee mk gk eed 
FE oe ai ee re ‘on ‘ig ey ef aid wr Og Ie AS. SS 4 
PSR Te Sean ari i 
nae na ae Eire: a - hale — 


wel RRM Bey eund 


' 
e * Basie ear Wee a 


2 } =e | ‘ae ee te 9 SS ees oe o Ae: ese - SNS seat 
<i ee 7 i. te 
: s b* Eee eye's *. Cie} Jataaee Los +H Re Jvimsses 


rexsy W& 


“#t Uppy jem 


oh eS 2 a a 7 ; : : 
ban) = aerinseas, ee tree cl ye SOeriiee ae tpides 


2 


5019 
ANGUS, STONEHOUSE & CO. LTD, 
TORONTO, ONTARIO 


raised, if wages were raised, if people had more pur- 
chasing power -- I do not think people are stuffing 


themselves to physical capacity -- it is the purchasing 
power which needs to be raised. 

COMMISSIONER DRUMMOND: According to some 
medical authorities a great many people have tremen- 
dous difficulty in pushing themselves back from the 
tapie . 

MR. WALSH: I personally appreciate the 
advice of the medical authority. 

COMMISSIONER DRUMMOND: I take it, Mr. Walsh 
that your general thesis is that the cause for the in- 
crease in the price spread is the thing you refer to as 
monopoly, or if you wish to call Lt tort copoly. You 
refer somewhere in here -- I think in your appendix 
-- also to a list of companies some of which are engag qd 
in processing various foods, some in wholesale and some 
in the retail end. I take it from your statement th 
you feel there was a very large element of monopoly in 
those industries quite some time ago? 

MR, WALSH: Yes. 

COMMISSIONER DRUMMOND: And if you look at 
this graph here you will notice in the last very few 
years we have had this pronounced widening of the 
spread, and one of the things we are especially con- 
cerned with is finding out the reasons why that pro- 
nounced widening has taken place recently. Now, if 


this monopoly appeared to exist long before that perio 
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started, why did the spread not begin to widen long 
before it did? 

MR. WALSH: I think you will find in some 
various periods of that spread,it developed,in some 
periods it came together but the new factor was the 
considerable extension of monopoly and monopoly 
practices in the field of retail merchandising, which 
4s the new factor which corresponds, I think, just 
about exactly to the period that your chart shows, 
so whereas you can get stabilization of prices, over 
a period of time, when a new factor of that sort 
enters it is bound to make a rather dramatic difference 
as is shown in the chart. 

COMMISSIONER DRUMMOND: I take it from your 
reasoning that you would boil it down to saying that 
the pronounced widening in these last few years is 
almost entirely due to the sudden expansion of the 
retail chain stores? 

MR. WALSH: No, I would say from the stand- 
point of -- in Canada, dealing with the Canadian situa- 
tion I would say that is the main new factor which is 
having that effect. I do not think it is the only 
factor but I think it is the main new factor, 
together with the fact that monopoly control in other 
branches of the industry has increased during this 
period of time. That is, the share of the largest 
concerns in the whole business, in their particular 


sphere of the business,has increased in this period 
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of time as well, so it is not solely the new monopolies 
in retailing but also the increased shares of the 
larger groups in wholesaling and in processing. 
COMMISSIONER DRUMMOND: Would you say that 
the monopoly of the early period has been partially 
destroyed by the new monopoly which has occurred in 
the later period? 
MR. WALSH: Well, they are certainly not 
more competitive and I suppose some of them have been 


destroyed, but I suppose that is true, the monopoly 
has not beendestroyed. On the contrary, the concen- 
tration of capital into fewer hands has increased 
during this period of time at the expense not only of 
small groups but even of larger groups who we can 
consider had some of the characteristics of monopoly. 
It was the case of the largest swallowing not only the 
smallest but some of the largest. 

COMMISSIONER DRUMMOND: On page 3, towards 
the bottom half, you give some statistics showing the 
rate of profit. One company is Dominion Stores at 
4i per cent -- 41 per cent of what? 

MR. WALSH: Capital investment. 

COMMISSIONER DRUMMOND: Is this the gross 
profit before taxes? 

MR. CLARKE: Before taxes, yes. 

MR. WALSH: No, a net profit after taxes. 


COMMISSIONER DRUMMOND: Net profit after 


taxes? 
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MR, WALSH: Yes, these figures are based 
on the Financial Post survey of industrials, which 
as quoved frequently. 

COMMISSIONER DRUMMOND: Do you mean to 
say there was a net profit after taxes of 41 per cent? 

MR. WALSH: Oh, no, I am sorry, that was 
THe T.rst ssenvence, The second sentence it 1s the 
rate of profit before taxes;for the year 1947 it was 
4] per cent. 

COMMISSIONER DRUMMOND: In the paragraph 
immediately after that you talk about net profit -- 
that is the total net profit of Dominion Stores being 
up 10.1 per cent, and the total net profit of Loblaws 
being up 9.8 per cent. Might not the total profit 
of any such firm be up simply because of the inerease 
in volume of business being done by that particular 
firm? 

MR, WALSH: Oh, yes. 

COMMISSIONER DRUMMOND: Could that not be 
the major reason for this? 

MR. WALSH: It coule bes yes. Tt could very 
well be. We are not suggesting as a matter of fact -- 
that is one of the points we are taking --- 

COMMISSIONER DRUMMOND: You are not sugges- 
ting that the actual rate per unit, the rate of profit 
has increased? 

MR, WALSH: No, not necessarily. 


MR. CLARKE: We are suggesting an increased 
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rate of profit on investment capital. 

COMMISSIONER DRUMMOND: You are suggesting 
there is that’ 

MR. CLARKE: Yes. 

MR. WALSH: On invested capital but it does 
not mean per unit. 

COMMISSIONER DRUMMOND: That there has been 


no corresponding increase in investment? 


MR. WALSH: Not a corresponding increase 
in investment. There may have been an increase in 
investment but not corresponding. The other point 


we are making in this regard is the increased finan- 
cial strength of these companies comes after the 
point that was up for discussion a little earlier with 
the gentleman who spoke here previously, gives them a 
considerable power with respect to the prices they 
can set for produce they buy as well as the prices 
at which they sell. 

COMMISSIONER DRUMMOND: That is all, thank 
you. 

THE CHAIRMAN: Thank you very much, Mr. 
Walsh and Mr. Clarke, for your brief, and it will 
receive consideration along with others that have been 
submitted. 

we have reached now the point of concluding 
our hearings. The Commission started its hearings 
early in April and proceeded from Vancouver on ive) 


Edmonton, Regina, Winnipeg and then on to Fredericton, 
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Charlottetown, Halifax and St.John's. We then 
broke off our hearings in the summer months and 
opened again in Toronto in September and in October 
in Quebec City and Montreal, and are concluding here 
in Ottawa during the month of November -- in all, 

I think, about thirty days of hearings, and during 
that period we have received something a little short 
of one hundred briefs. 

Everywhere we have gone we have had the 
most satisfactory arrangement made for our hearings 
and I would like publicly to express our thanks to 
our own staff for their assistance in organizing 
the hearings. We are also very grateful to our 
fine group of reporters who have been with us around 
the country and have taken down so many words. 

I would say a word of thanks to the Press 
and other media of communication who have done a fine 
job in covering our hearings. 

We are particularly grateful to those firms 
and organizations who took the time to prepare briefs 
and came forward to present them. 

We now have before us for our consideration 
the various submissions which we have heard, and as I 
have indicated during the hearings in Ottawa we are 
in receipt of a substantial number of returns from 
business firms operating the food industry, with a 


great deal of material which has been provided to 


us in that way. 
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In addition, during the summer months 
and continuing into the fall, we have had our own 
staff at work on particular studies and more general 
studies are being made. This is a mass of material 


which the Commission will have to go through now, and 
we will proceed to work on it and in due course will 
come up with a report. 


Thank you. 


_--Whereupon the hearings closed. 
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